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ABSTRACT

This report describes the satus of privatization of the housing sector in four Centra Asian Republics of
the former Soviet Union—Uzbekistan, Kyrgyzstan, Turkmenistan, and Kazakhstan. The report
addresses privatization of the exigting state-built housing stock, and steps taken to enable the private
sector to play alarger role in housing production and maintenance. Recommendations for technical
assistance are provided.



EXECUTIVE SUMMARY

A team from the Internationd City/County Management Association (ICMA) visited the Republics of
Kazakhstan, Kyrgyzstan, Uzbekistan, and Turkmenistan during the period November 1-18, 1993 to
conduct fieldwork to assess the progressin privatization of the housing sector. Thefirst concernin this
andyss was to determine the progress made in transferring ownership of the state housing stock to
current tenants. There are active programs that permit privatization by virtudly al tenantsin
Kazakhgtan, Kyrgyzstan, and Uzbekistan. Two immediate reasons to focus on privatization of the
exiging stock are 1) to encourage better maintenance by devolving maintenance responsibilities to the
residents themsdlves, and 2) to allow for more efficient use of the stock through an effective red etate
market. In examining privatization of the state housing stock in these countries, particular atention was,
therefore, paid to progress in meeting these objectives.

Beyond the trandfer of ownership and creation of amarket in former sate housing stock, the scope of
work required ICMA to examine briefly the progressin avariety of areas where reform is needed to
enable the housing sector of the economy to function with a primary reliance on private capital for
maintenance of the existing housing stock and production of new housing units. Privetization of the
exiding stock of housing isacriticd, initid step in creating a market environment conducive to
entrepreneuria condruction of single and multifamily dwellings that will meet current pent up demand,
accommodate future population growth, and meet the needs of a more mobile population.
Characterigtics of such a market environment include private ownership of land and other forms of land
tenure that are secure, lengthy, and alienable; the right to use red property for entrepreneuria purposes,
private enterprises that are permitted to congtruct sngle and multifamily dwellings nongpeculaively and
Speculdively; financing arrangements that encourage invesmentsin red etate development;
transparent, predictable, and fair governmenta procedures to regulate devel opment; nonmonopolistic
practices in the congtruction industry; and basic guarantees of property rights and due process.

GENERAL FINDINGS
The key findings to emerge from the fieldwork in the four republics can be summarized asfollows:

1)  Uzbekistan, with 45 percent of the state stock privatized, appears to be furthest along with its
housing privatization program. Along with Uzbekistan, Kazakhstan (35 percent privatized) and
Kyrgyzstan (25 percent privatized) have active and continuing programs that should result in
privatization of most of the municipa stock over the next 1 to 2 years. Turkmenistan, where
lessthan 5 percent of the municipa housing stock has been privatized, isthe only republic to
limit tenants opportunities to purchase their units.



2)

3)

4)

5)

6)

7)

8)

None of the republics has put in place a detailed legd structure for condominiums or some
other appropriate form of common interest association for addressing the shared interests of
goartment owners. The governments are only now beginning to give consideration to creating a
process for shifting responghility for property management from the government to the owners
of the privatized units. The land rights associated with gpartment buildings containing privatized
units remain ambiguous.

Although ownership of the stock has shifted or is shifting rapidly, dl republics have reacted with
some alarm to the sudden appearance of a housing market that offers a quick cash-out for
those who can move, notably emigrants. Turkmenistan forbids resales, Uzbekistan has
suspended resdes, and a strong parliamentary element is pushing for the same in Kyrgyzstan.

Little or no effort has been made to reieve the municipdities of the financid and management
burden of maintaining the enormous housing stock asit shiftsto private hands. It will be difficult
politicaly to continue with stated objectives of reducing maintenance subsdies, which now
consume 25 percent or more of city budgets, unless pardle efforts are made to improve the
efficiency of maintenance services through the increased accountability and market discipline
services that comes with privatization of these services.

The basic legd dructure for collateralized lending of red property ismissing in al republics,
athough Kazakhgtan is addressing this need with AID technica assstance.

Housing finance, insofar asit exigs a dl, ill congsts of heavily subsdized sate credits, there
gppear to be no public or private banking ingtitutions prepared to extend secured congtruction
or mortgage financing on a basis that reflects the cost of funds.

Land laws do not currently provide a clear path to dlocate land to build housing except for the
direct benefit of the person or corporate body to house itsdlf or its employees. The concept of
Speculative development would appear to be completely aien to the inherited Soviet system
and possibly the underlying land ethic of the cultures. Kyrgyzstan appears to be furthest dlong
in addressing this fundamentd issue.

The cities continue to exercise complete and often arbitrary authority over the alocation of land
for development. Establishing consistent standards and transparent processes for land
alocation will be an important step in attracting investors to the housing sector. Initid efforts
are being made, notably in Kazakhstan, to increase land lease fees to recapture imputed land
vaues, an important first step in introducing market discipline in the alocation process.



9) Property registration systems for flats are rudimentary but adequate to support market
transactions. The system of regidtration of use rightsin land or land leasesis not conducive to
open transactions and would need substantia redesign in conjunction with reforms of the land
laws themsdlves.

10)  Fragmented responsihility, as well asinconsstent systems, exist for the registration of property
interests in land, residences, and other types of red property between urban and rural aress.

11)  New congruction has dowed subgtantidly in dl republics, with the apparent exception of
Turkmenigtan. The dramatic fal in congruction of state housing is only being partialy
compensated for by increases of other sources, notably cooperatives.

12)  Except for Kyrgyzstan, there appears to have been little or no work on development of a safety
net for lower income families as rent, maintenance, and utility feesrise. However, Kazakhgtan's
recent presidential decree does condition future rent increases on establishment of a nationa
housing alowances program.

13)  Of thefour republics studied, Kazakhstan has gone the furthest in developing a unified public
policy for the housing sector. Its broad-ranging housing decree, issued in September, is abase
upon which more specific policies and programs can be built.

SUMMARY RECOMMENDATIONS

Near-term technica assstance should give first priority to reforms directed at bringing market forces
into play in its alocation and maintenance of the existing housing sock. Here assistance would be
timely in repect not only to overal policy and law, but also in respect to implementing operable
programs and demondtrations at the locd leve, in particular:

# privatization of housing maintenance and formation of common interest associations

# related asssance in re-targeting housing subsidies in the form of consumer-oriented housing
alowances to facilitate the trandtion to market pricing for housing

It isworth noting thet officidsin al four countries are eager for assstance in hdping to put in place the
overdl legd framework for private real estate development and financing markets. They recognize that
thisis an area where important progress can be made in anticipation of improved economic conditions.
Moreover, despite the common cultura resistance to fee smple ownership of land in the Western
sense, there is increasing recognition among government officias of the need to clarify land tenure rights
for the purposes of investment and financing of housing and other real property development.



Congderation should be given to aregiond technica assstance sirategy to help develop modd legd
approaches with respect to 1) clarification of land interests, 2) the governance of rea property
transactions, 3) the legd bass for entrepreneurid red estate development, 4) government regulation of
land dlocation and land use, and 5) completing privatization of state-owned housing (e.g., common
interest law).
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CHARACTERISTICSOF THE HOUSING STOCK

Housing in Centra Asa has suffered from underinvestment in comparison with the other former
republics of the Soviet Union. Square meters of living space per capita are about 20 percent less than
the average for the former Soviet Union, 25 percent lower than for Russia, and 50 percent lower than
for the Baltic Republics. Per capita housing investment has been smilarly low, exceeding in recent
years only that for the Cauicases.

These figures are clouded somewhat by the high population growth rates, which result in unusudly large
family units. Nonethdess, it is dear that the preexigting system, which relied largely on state provison
of subsdized housing, has been least successful in Centrd Asa

Another disinguishing characterigtic in Central Asaisthe historicaly high rate of private ownership of
housng. Individud (sngle family) housing, even in urban aress, is highly favored, and despite the lack
of land ownership it is considered a secure tenure arrangement.  Privately owned housing continues to
thrive and attract persond investment in parald to industria production systems supported by the state.

With thislegacy, the privatization of the state housing stock should be a popular proposition. It offers
the tenant a better progpect for controlling his or her home (likely the mgor asset), enhancing its value,
and liquidating it a will. 1t isno doubt attractive to cities, for it presents the prospect of disentangling a
city from the nearly hopeless task of maintaining a decrepit housing stock from which it cannot recover
adequate revenue under current arrangements.

With the exception of Turkmenigtan, dl republicsin this sudy are proceeding aggressvely to turn state
housing over to the tenants. The potentia meaning of this achievement, as wdl asit limitations when
divorced from other steps to enable new construction with private capita, are only now becoming
understood. The countriesin the region now face a second stage of reform: to consolidate private
ownership by diminating remaining barriers to dienation of privatized housing, and to firmly establishing
management and maintenance as a component of home ownership responsbility. With further action
on this reform agenda, the steps taken to privatize existing housing can result in more efficient use of the
housing stock, improved maintenance of structures, and the evolution of effective demand to properly
guide potentid investors in new housing. To go beyond these achievements to infuse a new form of
housing ddlivery to meet the needs of the underhoused, the countries will need to address the many
basic and systemic characteristics of the inherited Soviet system that discourage and even deny the
prospect for private investment in housing.



CURRENT HOUSING STOCK

The data below show current housing stock figures for the republics:

TABLE 1.—Current housing stock (No. of units)

Kazakhstan Kyrgyzstan Turkmenistan Uzbekistan*
Capitd city 312,000 148,000 119,000 761,000
Other urban 2,159,000 167,000 371,000 853,000
Rurd 1,823,000 536,000 472,000 3,461,000
Totd 3,670,000 851,000 962,000 5,075,000

*  For Uzbekigtan, "other urban” refers to the 12 regiona capitas besides Tashkent, and
"rurd" isthe balance.

The following data show the source of the housing sfock. Housing is grouped together by theinitia

sponsor/owner of the stock, irrespective of its current ownership.

TABLE 2—Developer (No. of units)

Kazakhstan Kyrgyzstan Turkmenistan Uzbekistan
Sate/mun. 2,233,000 76,000 202,000 2,214,000
Cooperative 215,000 26,000 19,000 97,000
Enterprise 515,000 90,000 105,000 53,000
Private 1,245,000 647,000 635,000 3,196,000
Other 86,000 18,000 10,000 28,000




Itisonly in Kazakhstan that amgjority of the housing was built through public invesment. This perhaps
reflects the former Soviet Union's intent to provide housing for migrants to an area, Snce Kazakhstan
experienced more in-migration during the Soviet era, in line with Soviet investment patterns.



. PRIVATIZATION OF THE CURRENT HOUSING STOCK

A. TENURE CHARACTERISTICSOF THE EXISTING HOUSING STOCK

Tenure characterigtics, until recently, closaly tracked the source of the housing: state/municipa
(hereinafter referred to as municipa housing) and enterprise housing was nearly dl owned by the
government or, by extenson, sate-owned industries. Private housing was predominantly single family
owner-built housing, often inherited across generations. Cooperative housing became privately owned
at the completion of mortgage payments, often after 15 years or more.

Kazakhgtan, Kyrgyzstan, and Uzbekistan have active privatization programs whose gods are to
devolve ownership of municipa housing stock to gtting tenants. Turkmenistan, after an initid gart with
abroad privatization program in Ashgabat, now limits privatization to long-term tenants. The data
below show privatization progress to date for the four countries:

TABLE 3.—Privatization of the municipal housing stock

Kazakhstan Kyrgyzstan Turkmenistan Uzbekistan

Per cent privatized through 1991

Capitd city Under 5% 5% 0% Under 5%

Non-cap. city Under 5% 7% 0% Under 5%

Current percentage privatized

Capitd city 60% 23% 1% 98%

Non-cap. city 35% 25% 1% 45%

Asareault of these programs, overdl ownership rates for the entire stock are extraordinarily high, as
seen in the estimates below:



TABLE 4.—Current percentage of total housing stock in private ownership

Kazakhstan Kyrgyzstan Turkmenistan Uzbekistan
Capitd city 71% 54% 10% 90%
National 60% 78% 67% 75%

Privatization programsin each of the three republics with active programs have followed roughly the
same course. Initidly, sales prices were st to recapture some of the historic costs of the units
(however, the formulas used reduced rea costs far below replacement and market values). Free
privatization was offered for certain groups traditiondly favored under the Soviet system (e.g.,
veterans). Therationde for slling the units was to both generate revenue for further development and
to reduce the windfal benefit conferred on those who received preferentid trestment under the old
system in the form of large and higher qudity flats.

Sincetheinitiation of these privatization programs, the number of tenants recaiving the housing for free
has grown by including additiona groups, such as certain professions (Uzbekistan) or tenants of a
certain minimum tenure in the city (Kazakhgtan). Little or no inflation adjustment has been madein the
price pad by those who do not qualify for free privatization. The result of these trendsisagrowing
group of those getting their units for free, with the balance paying nearly nomina amounts.

Under these circumstances, there would gppear to be little reason not to privatize onesflat. However,
there are forces that could act to modestly temper the rush to privatization: 1) the strong tenure rights
that aready exist for renters, 2) incompleteness of the legd Structure in areas such as common
ownership, 3) concern about forthcoming property taxes, or 4) uncertainties about maintenance cogs,
especidly in saeverdly deteriorated Structures.

B. PRIVATIZATION OF HOUSING MAINTENANCE

Management and maintenance of municipa housing has traditiondly been the sole function of the cities.
This function, which included maintenance of individud units and common areas, was carried out
through a decentrdized system of field offices. The poor quaity of maintenance has been along-
gtanding concern. With the economic hardships of the past couple of years, in practice maintenance is
often limited to critical building systems (e.g., keeping the devators running or the roof from lesking),
with minima preventive maintenance or repairsindgde individud units.



Privatization of the stock |eft basic responghility for maintenance of common aress in the hands of the
preexigting city maintenance services. For instance, in Uzbekistan, new owners of their units were
required to Sgn maintenance contracts with their respective preexisting maintenance unit for
maintenance of the structure and common areas, formdizing a direct relaionship between the owner
and what isin effect a city agency with a state-enforced monopoly on maintenance business for a
paticular area. Maintenance inside the unit is no longer officialy provided. The payment to the mainte-
nance unit remains the same as for those continuing in rental satus.

Kazakhstan has perhaps moved furthest to shift maintenance respongbilities to owners. Owners of
unitsin completely privatized buildings can in theory choose a state company, cooperative, private firm,
or other business entity to maintain the building. Uzbekistan's privatization law provides for "partnership
organizations' to assume maintenance responsbilities by procuring services from whatever source.

Despite the authorization for privatizing these services, little or nothing is yet under private management
arangements. The heavy current subsidy for communa services presents afundamenta hurdle to the
city in privatizing this function. In Tashkent, for example, commund fees are said to cover only 30
percent of maintenance cogts, with the balance subsidized from the city budget. The fact that these are
subsidized services need not impede privatization, but in the absence of model s that shift the flow of the
subsidy from the provider of the service to its consumer (the apartment owner) for his expenditure on
the service, cities are unclear asto how to proceed.

In Kyrgyzstan, the city of Bishkek is dso tackling the maintenance privatization issue by "privatizing”
maintenance units, arting with those units that have commercia rental income to cross subsidize
resdential services. This, however, is not acomplete mode, for it does not introduce competition into
the provision of maintenance services. Further, commercid revenueis not necessarily a sound financia
base on which to support residentia maintenance on a continuing bas's.

C. THE ROLE AND PROSPECT OF HOME OWNERSHIP ASSOCIATIONS

The privatization laws throughout the region are cresting de facto condominium units. Owners are given
clear title to the unit (dthough thisis not defined to a Western standard of specificity, eg., precisdy
where the "unit” begins). Ownership of common areas or surrounding land is not conveyed.
Nonethdess, asillugtrated by the apparent interest and intent of the countriesin shifting maintenance
responsibilities for these areas to the owners, control of common areas by the residentsis

contemplated.



The privatization lawvsin Kazakhstan, Kyrgyzstan, and Uzbekistan dl envisioned the need for
homeowner associations. In Kyrgyzstan, "economic associations or partnerships' are authorized but
only when dl unitsin abuilding are privatized. Kazakhgtan is at work on a condominium law that might
in effect be amode for the region.

Clearly, homeowner associations will be acritica ingredient in the effective privatization of management
and maintenance services, and in shifting red respongbility to the owner of the asset. Thisiswell
recognized in each country. Crafting the legidationisacritica first sep. Beyond thisthere are a
number of peculiar chalenges that grow out of the Soviet housing legacy. Among these are:

# The lack of atradition of active tenant organizations on which to build ownership associations.

# A dructure to compe payment to an autonomous organization may not be readily embraced.
Saizure of aunit for nonpayment may not be politicaly feasble.

# Ownership associations would in many cases be assuming respongbility for extremely
deteriorated structures.

# The associations may need to rely directly or indirectly on public subsidy for at leest severd
years.

# Standards for "arms-length transactions' in the procurement of services do not now exig.

# Therole of the organizations vis-avis commercia space in the buildingswill need to be
resolved.

# Thereis no private building ingpection profession to advise ownership associations on technica
iSSues.
# Homeowner association information should be open to facilitate informed marketing of

apartments.

# The "hybrid building” problem, i.e., the presence of both privatized units and government renta
unitsin the same building, especidly during this trangition period.

D. CHARACTERISTICSOF THE REAL ESTATE MARKET

A fundamenta economic reason to privatize the housing stock isto effect its more rationd use. The
prior production-oriented system of the Soviet Union focused on, but abysmaly faled to meet, minimal
per capita gpace sandards. This|eft alegacy of widespread underhousing of families and parald, but
not well documented, overhousing of some families. A mgor "sorting out” of the stock is perhaps the



most immediate need. Privatization holds out this prospect by dlowing persond preferences on
expenditure of disposable incometo hold sway. It dso alowsfor afreer flow of resources between
consumption and investment. For ingtance, afamily might choose to remain relatively crowded or
doubled up across generations in order to minimize consumption of housing, but to maximize disposable
income avalable for investment in asmall business

In Kazekhgtan and Kyrgyzstan, active marketsin sales of previoudy privatized apartments have quickly
evolved. In both countries a private red estate industry is developing to facilitate sdles and open up
market information to prospective buyers and sdlers.

The apparent success of privatization in cregting a market for unitsis viewed with concern by some and
outright disdain by others. One obvious result is that resale of aunit can result in a perceived windfdl to
the emigrating family since privatization was & little or no cost. (Privatization can be regarded as the
date paying out adividend rather than conferring a benfit; Hill, the picture of a Russan leaving with his
housing converted to cash isdisquieting.) The true inequities come more to the surface when prime
units are rented out to foreigners for resdentia or commercid use. Y et this apparently has been less of
aconcern in the region, if only because the foreign demand, except perhapsin Almaty, is modest.

In reaction to the "cashing out" phenomenon and perhaps dso to protect uninformed sellers, Uzbekistan
declared amoratorium on resdles of privatized units (the market in cooperative units, which can dill be
resold, continues to be active). The Kyrgyzstan parliament passed a smilar restriction on resales,
which, athough vetoed by the President, islikely to rise again as a hot political issue. Kazakhgtan
imposed a iff tax on resdes, but it is not clear if the motive was primarily to discourage sdes or
generate revenue.

Without the clear right to dienate a property, the movement to devolve maintenance responghilities to
ownersis compromised. A housng market serves to inform sdllers and buyers of the relive vaue of
unitsin better and worse maintained buildings. Thisinformation in turn could help owners and
ownership asociations in determining the level of maintenance that they wish to pay for. Thistype of
market information is ultimately useful to developers of additiond housing sock aswell. While some
near-term restrictions on resdes might be necessary paliticdly, any long-term commitment to this type
of redtriction brings into question the usefulness of pursuing other reformsin the housing sector.

The following table compares the privatization provisons for each of the four republics studied.



TABLE 5.—Comparison of privatization programs and provisions

Kazakhstan Kyrgyzstan | Turkmenis- | Uzbekistan
tan
1. Breadth of the privatization
program for state stock
A. Isprivaization of
sate/municipa stock Yes Yes Yes Yes
provided for?
B. Isenterprise housng
indluded? Yes Yes Yes Yes
C. Wha limitations gpply to privetization?
Length of tenure Not clear No Yes (15 No
years)
Family characteridics No No No No
Other No No No No
D. Arethere excessve
adminidrative delays or No No Legd deays No
barriers?
2. Rights conferred in privatization
A. Arecommon aress
indluded in privatization? No No No No
B. Isthelandindudedin
privatizetion? No No No No
C. Isredeof housng
restricted? No No Yes Yes
D. Areresde prices ad-
ministratively st? No No NIA NIA




E.

Is private rental of
privatized housing
restricted?

No

No

No

No

3. Devolution of ownership responsibilities
to dtizens

A. Doesthelaw provide for

private management and
mai ntenance services?

Yes

Yes

No

Yes

B. Areoptionsfor private

management and

mai ntenance restricted?

Yes

No

Yes

Yes

C.

Aretherefinancid
disncentivesto private
management of housng?

Yes

No

Yes

No

Are there undue
adminidrative barriersto

private management of
housng?

Yes

Yes

Yes

Yes

4. Targeting subsdies to enable movement
toward market pricing

A.

Isthere ahousing
alowance programin
effect or planned?

Under
discusson

Under
discusson

No

No

Is a percentage of the
state housing stock to be
reserved for subsidized
rental?

Not clear

Yes

No

Not clear

Arethere other provisons
that result in ahousing
safety net?

Not clear

None yet

Not clear

None yet
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1. PROSPECTSFOR PRIVATE INVESTMENT IN HOUSING

To meet the housing needs of their populace, each of the former Soviet Republicsin Centrd Asahad
relied to alarge extent on private investment. This investment has been substantia, even in urban areas
where multifamily housing predominates. The past syslemin fact promoted private invesment in
severd regards. For example, loans a concessiond rates were often available to build one's home, and
the land tenure provided was in most cases quite secure. The development requirements that were a
condition of the land dlocation were typicaly easy to meet, and it was often possble to use the
property for some modest commercid activity.

At the same time, the system was not designed to promote any investment that went beyond housing
onesdlf and onés family. It was not attractive to build excess space for rent on the premises because
rents generaly were depressed due to the low rent regime fundamental to the state housing system.

The property could not be fredly dienated for an investment purpose. There was no mortgage financing
to support an active rea estate market.

Despite a strong heritage of private ownership of housing supported by a cultura preference for sngle
family housing, no base exigts upon which private profit-oriented investment in housing can occur. In
large measure a new policy environment supported by appropriate lega and financing systems, freer
and more trangparent procedures for accessing land, and a competitive and more flexible construction
industry are necessary. (A summary of current characterigtics regarding private investment in housing
areshown in Table 6 at the end of this section.)

A. REFORM OF THE LEGAL SYSTEM

One of the purposes of housing privatization isto facilitate the creation of a housing market. However,
it isonly one step toward the god. An environment conducive to individua home congtruction and
competitive, entrepreneurid condruction of single and multiple family dwellings is another necessary
condition. Characteristics of such amarket environment include private ownership of land and other
forms of land tenure that are secure, lengthy, and dienable; the right to use red property for
entrepreneuria purposes; private enterprises that are permitted to congtruct single and multifamily
dwellings nonspeculaively and speculaively; financing arrangements that encourage investmentsin red
edtate development; and transparent, fair governmental procedures that regulate development. There
has been only modest activity in developing the legal underpinnings necessary for such a system.

1 Clarification of Land Interestsand Security of Tenure
The basic status of land, particularly urban land, does not appear to be changing substantialy with

independence of the republics. The new condtitutions continue a fundamenta principle of common
rather than private ownership of land. Although this principle is now grounded in atraditiond land ethic
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rather than a political/economic philosophy asin the pag, it results in no effective departure from the
past. The new land laws define a variety of leasehol d-type tenures fundamentally tied to specific uses
of the land. These evolving systems would gppear to continue strong tenure rights for sngle family
housng.

A centra problem continues to be the linkage between dlocation of land and proposed use. This will
continue to congtrain market transactions. Efficient private development of housing requires avariety of
techniques as a hedge in case a project does not work out. For example, if most optionsfor a
developer to recapture investment in land are precluded, this added risk will need to be reflected in the
price. Even without fee smple ownership permitted, the basic securities in tenure can be crested.

2. Legal Basisfor Entrepreneurial Development

A fundamentd barrier to private investment in housing isthe lack of lega recognition of the role of an
entrepreneur. The new land laws do acknowledge joint ventures and mixed ownership arrangements,
but land dlocation systems do not acknowledge speculative investment as ause right. Specificaly,
what becomes of an interest in land if a project is delayed or becomes financidly nonfeasible?

3. Regulation of Land Allocation and Use

No land use regime has been created in any of the countries that would fundamentally ater the system
by which a city exercises grict authority on land development. Most vacant land is held by the cities or
enterprises. Thereisno lega concept that would enable open and transparent competition to purchase
rightsinthisland. In this context, the master plan, instead of being an enabling document asin the
We4, isjust one of many sources of the power that acity can widld in dlocating land. Essentidly,
every project needs to be negotiated with the city prior to alocation of land. The delays and
uncertainties involved would further deter private invesment.

4, Bagsfor Collateralized L ending

Kyrgyzstan has gone the furthest in enabling the use of land and property for collaterd. ItsLaw on
Pledge, adopted in March 1992, authorizes the use of exigting buildings and land for loan collateral.
Lease terms on the land can be mortgaged only in conjunction with the buildingsonit. Thelaw
mandates court-supervised foreclosure procedures, and establishes minima formd regigtration
requirements for mortgages.

Kazakhstan's pledge law is designed for movable property but could be applied to congtruction lending
and red estate. AnICMA advisor is now working with the government on a new mortgage law.
Uzbekistan has adopted a Law on Pledge and Collaterd. Interestsin land can be collateralized under it
but, as a practical matter, it is not clear that a citizen's pledge of an interest in land or improvements
would not be undermined by government action terminating the interest in the land.
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B. PRIVATIZATION AND COMPETITION IN THE CONSTRUCTION SEC-
TOR

The Centrd Asan Republicsinherited a congruction industry thet is integrated verticaly and horizonta-
ly. The sector is characterized by large specidized firms closdly integrated with suppliers. In Tashkent,
acity of over 2 million, for example, there is only one congtruction company for high-rise buildings and
only one for mid-rise buildings. These firms have carried out only state- or enterprise-funded housing
projectsin the past, and haverardly, if ever, had to compete in any respect for their work. The
chdlenge ahead is equaly one of privatization and competition.

These companies are aso burdened with outmoded and inefficient technologies. The industry is captive
to prefabrication and other mass building technologies that constrain design and are often not readily
adapted to smdler in-fill type projects to which private investment might be more redily dravn. A
further and increasingly important shortcoming is the energy-inefficiency of these technologies.

There has been some restructuring in the sector. Most of the large firms have or are in the process of
becoming joint stock companies, often with mgority government ownership but with substantial
employer equity aswell. Yetitisunclear tha this has unleashed any efficiencies or other improvements.
State, enterprise, and cooperative resdentia investments are often continuing to provide a base of
work in an environment unexposed to competition. A promising avenue for reform isto cregte
competition for government and enterprise contracts. Thiswill require the development of competitive
procurement procedures and training for staff in competitive processes.

The dtatus of the congtruction industry does not in and of itself deny opportunities for priveate investment;
indeed congtruction companies are anxious for private clients. However, the current inefficienciesin the
system, often caused by inconsistent factor markets, would have to be passed on as added costs of
housing. Another problem isthe lack of a congtruction bonding system to protect a devel oper when a
builder cannot complete a project as planned. This risk premium to build in a Soviet Republic would
aso be passed on asthe price of housing in an open market context.

At the other extreme are smdl private companies that are active in a seadier market for single family
congtruction, repair, and renovation. Rather than encourage these firmsto scae up for larger Sate
investments, they are more often excluded from participation as governments at dl levels appear to
favor the large firms with excess capacity. While the socid reasons for pursuing this policy may be
compelling, it does perpetuate the past command system with its endemic inefficiencies.

C. HOUSING FINANCE
While some steps have been taken to lay the groundwork for housing finance—progressin

collaterdized lending laws, most notably—al of the countries are some years away from asustainable
system of housing finance. The progress toward such a system is made more complicated by the high

13



inflation rate, recent introduction of new currencies, and ongoing reforms in the banking sector in some
of the republics.

Each republic inherited a housing finance system based on highly subsidized lending for purchase of
cooperative units and saf-help congtruction. At modest scales these programs are continuing. They
cannot begin to serve the needs of a broader clientele of lenders, however, because they are financialy
nonsustainable without steady subsidy from the state. They are not based on recycling of savings.
They aso cannot function in an increasingly private economy because the loans are not secured by redl
property or land. In amarket environment, it isnot clear that the banks could rely on any resdud sate
coercion to enforce repayment of loans.

Given the economic uncertainties, any medium term financing would be more gppropriate with
adjustable rates. Methodologies for adjustable rate lending that have been developed in Eastern
Europe and Russa are designed for highly inflationary environments, yet protect lenders from excessve
rate increases. Educating policy makers and bankers about these systems may be an appropriate first
step toward the evolution of sustainable mortgage financing a some point in the future.
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TABLE 6.—Comparison of key elementsrelated to housing development

Kazakhst
an

Kyrgyzst
an

Turkmenis
tan

Uzbekist
an

1. Maketability of title

A.

Isthe ownership of sngle
family dwelings fredy
avallable?

Yes

Yes

No

Yes

Isthe right to the land fredy
dienable?

Ambiguou
S

Ambiguou
S

Ambiguous

Ambiguou
S

Are there undue adminigrative
barriersto sde of buildingsand
transfer of |lease rights?

Yes

Yes

Yes

Not clear

2. FHnancing

A.

Is there long-term lending for
hous ng/congtruction purchase?

Yes

Vay little

No

Yes

Isthislending avalable on
market terms?

No

No

No

No

Arethere legd provisonsfor
usng resdentid buildings for
collaterd?

Yes

Yes

No

No

Are there provisons for
foreclosure?

In draft

No

No

No

3. Accesstoland

A. Canland be dlocated for

congtruction of housing for sde
at market ratesto:

1. Exiding enterprises

Yes

Yes

No

No

2. Foreigninvesiors

Yes

Yes

No

No
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3. Cooperatives Yes Yes No Not
4. New companies Yes Yes No Not clear
5. Individuds Yes Not clear No No
B. Doesthe city/state exact
resemble alease rate for new No No Not clear No
dlocations of land?
4. Construction sector
A. Hasthe gate initiated the Yes
breakup or restructuring of ioint stock Yes No Intendsto
public congtruction companies? J
.. Yes
foreign No Not clear No
ventures
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IV.  COUNTRY STATUSREPORTS

A. UZBEKISTAN

Uzbekistan has made sgnificant gtridesin officidly privatizing the state housing sock. However, the
creation of atrue market in this stock lags behind. Management of the now-privatized housing appears
at present to be amajor concern of Tashkent City officids. Development of new housing has fdlen
ggnificantly, but efforts are being made to enhance the role of cooperativesto fill the gap, athough
without addressing the lack of market forces and the inefficiencies within the current production system.

Uzbekistan has taken measures aimed at making atransition to a market-based economy. It has
adopted a new condtitution, as well as new laws relaing to the privatization of state-owned enterprises,
privatization of housing, formation of enterprises, and ownership of property. Certain aspects of the
laws and their implementation, especialy relating to land tenure and dienation of property, need
sgnificant improvement to achieve the god of market-based private housng. Whilethereisalong
tradition of owner-built and financed housing, the legd framework for investor-driven housing
production is embryonic.

1. Demogr aphic and Housing Data

a. Basic Demogr aphics. Uzbekistan isthe largest of the former Soviet
Adan Republics, with a population of 21,500,000. It is notably less urban than much of the former
Soviet Union, with 60 percent of the population il living in rura areas. Tashkent, with a population of
2,130,000, iseasly thelargest city within dl of the Centrd Asan Republics, and is the fourth largest
city within the former Soviet Union. The population growth rateis 2.5 percent per year, one of the
highest in the former Soviet Union. The average family sze exceeds five persons.

b. Housing Stock. Thetotd housing stock of the country conssts of
5,472,000 units. Of this, 2,289,000 units, or 42 percent, are in multi-unit buildings of one sort or
another. The baance areindividud (sngle family) houses. The largest percentage of sngle family
housing falsin urban areas and is only 22 percent of the stock in Tashkent. The overdl housing stock
data are shown below:
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TABLE 7.—Uzbekistan housing stock

Type of 12 other Rural and other
unit Tashkent regional capitals urban Total
Multi-unit 591,000 535,000 1,163,000 2,289,000
Individua 170,000 318,000 2,308,000 3,193,000
Totd 761,000 853,000 3,461,000 5,472,000

(Source: GOSKOMPROGSTAT, Government of Uzbekistan)

In part reflecting the needs of larger families, fully haf of the apartment units are three or more rooms
(excluding bath and kitchen), and only 19 percent are one-room units. The average unit Szeis
correspondingly large at 55.1 square meters.

C. Housing Demand. Demand for housing is certainly high, as demon-
drated by the length of the waiting ligt for public housing units. Asin other republics, thisis essentidly a
measure of the aggregate of the number of families doubled up, overcrowded (based on an area
standard per capita), or in structures officially considered dilgpidated and dated for renovation or
demolition. However, with the dowdown in congruction of new units, and especidly state housing for
digtribution according to the waiting ligt, it is not clear that most families who would qudify for new
housing under these guiddines are actudly bothering to sgn up.

The average number of persons occupying each unit, on the other hand, suggests that the gross number
of resdentid unitsisreatively high. The average occupancy is 2.8 persons per unit in Tashkent and 3.8
nationdly. This suggests that the problem is much more one of misdlocation (i.e.,, as many families
underhoused as overhoused) than absolute shortage. As seen esewherein varying degreesin the
former Soviet Union, thisis very much a product of the historic absence of red pricing for housng and
an active market in resdes. In short, the past system, which has only just begun to change, made
housing alargely illiquid asset and thereby did not encourage itsrationa use.

2. Privatization of State-Owned Housing

a. L egal Basis. Uzbekigan first authorized privatization of state-owned
housing in 1991, pursuant to the Law Concerning Denationdization and Privatization. Substantia
privatization of housing in Tashkent began in late 1992 under the authority of Decree No. 378 of the
Council of Minigters. Thiswas superseded by housing-specific legidation: the Law on Privatization of
State-Owned Housing, Signed May 7, 1993. Thislaw essentidly empowered the citiesto privatize the
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date stock. Tashkent is held up asamode of how to rapidly turn over the stock, and other citiesare
reportedly following uit.

The current law virtualy provides for the voluntary privatization of dl state- and enterprise-owned
housing. The only exceptions are gpartments of historicd, architecturd or cultura sgnificance; housing
in closed areas (e.g., military reserves); rooms in dormitories; uninhabitable gpartments; and service
gpartments (e.g., guest houses). Privatization must be the unanimous decison of dl "leaseholders”
which is defined as al family members age 18 and over. The law does not require the party purchasing
the unit from the state to resde in the unit, dthough nearly dl purchasers are resdent. No provisons
are made for families on the waiting ligt, or for privatization by others than the legd tenants (i.e,, no
mention is made of any role for investorsin the process). No particular rights to the land—either under
or around the building—are defined in the privatization law.

After the person privatizes his’her apartment, it becomes either individua or collective property
(collective includes "family"). Family members of the person privatizing the gpartment have the right to
occupy it and must agree to any trandfer, sde, or lease. The rights conferred to a tenant upon
privatization appear to be broad. According to the law, the owner may occupy the unit for resdentia
purposes, offer it to othersfor use, give it away, leaseit, bequeeth it, or sl it.

[llustrating the country's struggle in moving toward a market economy, however, Uzbekistan's ministers
imposed a 5-year moratorium on sales of privatized units. There gppear to have been severd
motivations behind the moratorium. There is a concern that buyers are vulnerable to unscrupulous
slers. Thereis presumably some resentment of emigrants being able to "cash-out” of their housing for
which they never paid ared cost. Thereis concern that the state is not effectively taxing these property
transfers, missing out on substantial revenue. Notwithstanding these legitimate concerns, the effect of
preventing resales may ultimately be negative, in that mistrust of government reform is fuded, new
owners are not exposed to market principles for housing, efforts to improve housing maintenance by
devolving responghilities to the owners may be undermined, and illega ways are no doubt being
created to circumvent the prohibition laws.

No chalenge to the moratorium is pending in court. One explanation for thisisthat the procedura
prerequisites to a case cannot be satisfied. For instance, the notaries who refuse to seal the documents
necessary to transfer ownership of a unit in conformity with the Law on Privatization of State-Owned
Housing and the Law on Property will not put their refusa in writing, a prerequisite to alegd chalenge.
Thus, they block the opportunity for the courts to hear the case.
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b. Cost to Privatize State Housing. Privatization isfree of charge for
members of specia groups (i.e., groups that have expanded to include not only veterans but also
various classes of professionals, such as scientists, educators, and day care and hedlth protection
workers). Thereisno officid deadline to privatize one's unit, but with the uncertainties caused by rapid
inflation and the change in currencies, the emphads is on completing the process in a short period of
time.

The overriding objective of the privatization program was clearly to put the stock officidly in private
hands, with other objectives, such as generation of revenue, secondary. About 40 percent of the
housing was given at no charge to sitting tenants. For the remainder, the so-caled balance cost was
used. Thisisessentidly the historic cost of congtruction, with some adjustment for depreciation,
inflation, and location. Based on this system, the average unit price was in the range of 11-13,000
rubles. Although some financing was reportedly made available, a thislow cost nearly dl families
amply paid cash for their flats. The totd revenue raised by the privatization program in Tashkent was
1.3 billion rubles.

Although aland tax was adopted in 1993, as yet no property tax to owners of privatized units has come
into effect. Asaresult, owners and renters pay essentidly identica monthly charges (commund
services fee to the Housing Exploitation Unit and utilities), snce the "rent” payment itself has been
thoroughly eroded by inflation.

C. Adminisgtering the Privatization Program. Privatization of housngis
carried out by the municipal governmentsin Uzbekisan. They arein charge of privatizing Sate and
much of the enterprise housing. The cities gppear to have afair amount of latitude in setting the bounds
and procedures for their privatization programs. Proceeds from privatization are shared 75 percent to
the city and 25 percent to the Sate.

d. Progressto Date. Housing privatization is proceeding rapidly in
Uzbekistan, with Tashkent leading the way. Recent nationd data indicate that 45 percent of the Sate-
owned gpartments outside of the capita city have been privatized. In Tashkent the percentage is now
reportedly at 98 percent. An additiona stock of some 23,000 units owned by enterprises has been
largely privatized under the same legidation.

The high rate of privatization of the Tashkent state housing stock over lessthan ayear'stimeis
extraordinary. It suggedts, in fact, that state policy was not a neutral one of Smply explaining
privatization as atenure option. Rather, privatization was presumably actively encouraged by the city
as the gppropriate response to the new legidation. Thiswould suggest a dramatic endorsement of
private ownership of housing, were it not for the parald impostion of restrictions on dienating the
ast, afundamenta feature of ownership, and the downess of the city in addressing common
ownership issues. A better explandtion isthat the city isintent on creating one dominant form of tenure
to smplify adminigration. It isaso the firgt step in alonger, but as yet not well-defined, effort to truly
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devolve ownership responsihilities, notably maintenance and financia burdens, from the city to the new
owners.

Much of the housing stock of Uzbekistan was aready in private ownership prior to the current
privatization program. Single family housing istraditionaly privately built and owned, and isthe
predominant form of housing in rurd areas and a subgtantia part of the stock even in large cities. Due
to the low payments for loans on cooperative housing (interest rates were only recently raised to 20
percent for loans of up to 15 years), many of theinitia loansto individuas participating in cooperdtive
housing projects have been repaid, creating a substantia class of owners of these units. With these
factors taken into account, overal private ownership of housing is now in the vicinity of 75-80 percent
nationally and 85-90 percent in Tashkent.

3. Maintenance and Management of Privatized Housing

The Soviet tradition of municipa management of the state housing stock continuesto prevail in
Uzbekigtan. In Tashkent, 70 percent of the maintenance cost for privatized and nonprivatized unitsis
borne by the city. Thisrunsto 30 percent of the municipa budget. (The city plansto diminate this
subsidy over time)) The privatization law specificaly dlows for ownersto contract with private firms
for maintenance sarvices. The city has yet to organize for this arrangement, and to date smply has had
the new owner sgn a maintenance contract with the corresponding housing exploitetion office.
Privatization of maintenance will require the formation of effective homeowner associaionsto pool
maintenance funds and contract for services. Subsidies, which now run directly from the city to the 64
housing exploitation units, must be redirected to unit owners or owner associations, who can exercise
market choice in procuring maintenance services. A find hurdle is the creation of homeowner
associations to pool maintenance funds and procure services.

The laws governing privatization pay virtudly no atention to the fairly obvious complications of
privatizing gpartment units within an otherwise sate-owned building. The law is silent, for indtance, on
resident rights vis-a-vis common areas. No reference is made to commercia spaces. Although there
clearly is concern about reducing the financid burden and improving the qudity of building maintenance
with respect to systems and common aress, the laws are slent concerning any resident ownership
interest in these assets.

The law does note that maintenance and repair of privatized housing isto be performed under contract
terms. In the case of partidly privatized buildings, the preexisting decentralized housing exploitation
units are identified as the sole vendor of these services, and new owners are required to pay the fees
related to services and repairs of engineering equipment and common areas of the building in proportion
to floor area of the gpartment. (In addition, owners must pay for utilities that serve the building). At the
same time, the law authorizes owners to form partnerships that can contract with repair organizations.
The lega framework for such associations and for private gpartment building maintenance companies
would appear to dready exist under the Law on Enterprises.
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Despite the lack of concrete changes to date and the absence of afull legal structure for common
ownership, the city of Tashkent does gppear committed to creating "partnership organizations' as the
basis of anew system for maintenance that would diminate the current public monopoly. Such
organizations, containing 10-15 apartment buildings each, are being organized in at least one of the 11
digricts of the city. Some city officids envison these organizations becoming condominium-like
associations that would collect communal fees from the owners and pool these funds with Sate
subsdiesin order to procure services on a competitive basis. However, none of the details of this
arrangement have yet been worked out.

One hurdle to overcome in devolving management responsibility to ownersisthe lack of established
private enterprises for building maintenance. People are accustomed to hiring smal contractors or
individuds for repairs within the unit, and this field could be the embryo of a private maintenance
industry, possibly in competition with the local city maintenance units for maintenance contracts.

4, Property Valuation and Registration

The ownership of privatized flats is computerized. All parties who privetize their unitsreceive a
certificate of ownership, which is registered with the Bureau of Technica Inventory (BTI), a centrdized
filing system. Theoreticdly, a private citizen could have access to BTI'sfiles to verify that a person
sling his unit isthe actua owner (if sdes were permitted). However, neither the Law on Privatization
of State-Owned Housing nor the Law on Property expresdy establish BTI's files as public records.
Therefore, it isnot certain that a citizen would be given ready accessto the records.

Title regigration for privately owned housesis handled differently. For example, for Tashkent the
Department for the Supervison and Digribution of Dwellings (DSDD) is responsble for maintaining
records on these properties. Records are kept on the floor plan, construction dates, origina cost, and
ownership changes for each property. When a property is sold, the parties must come to DSDD to get
asaes permit, which then is presented to the public notary for notarization. New title documents are
issued when properties are inherited. However, Since evidence of title is seldom required (e.g., thereis
no way to pledge a property and there appears to be no system for placing alien on a property),
records are apparently often not updated.

Property valuation on market principles did not exist under the old system, and since independence has
barely begun to evolve as a discipline and concept. The exigting valuation system for purposes of
establishing land lease rates, which are nomindl, is based on a system of coefficients that take location
and other factors into account as intended proxies of land value. Resale of apartmentsis currently
limited to the cooperative housing stock, and some vauation based on market characterigticsis
reportedly performed by the city in the course of caculating a 10 percent transfer tax. The apparently
thriving market in resdes of cooperative unitsis the genesis of private sector expertise in property
vauation.
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5. Land Tenurelssues

The Condtitution of Uzbekistan was adopted in December 1992. It establishes a tripartite govern-
mentd dructure, separates power between the executive and legidature, and creates an independent
judiciary. The Conditution expresses Uzbekistan's commitment to a market economy:

The economy of Uzbekistan, evolving towards market relations, is based on various
forms of ownership. The tate shdl guarantee freedom of economic activity,
entrepreneurship and labor with due regard for the priority of consumers rights, as well
asequdity and legd protection of al forms of ownership. (Art. 53)

It declares the sacrosanct nature of private property and describes how private property can be used:

Private property, dong with other forms of property, shdl be inviolable and protected
by the state. An owner may be deprived of his property solely in the casesand in
accordance with the procedure prescribed by law.

An owner shal possess, use and dispose of his property. The use of any property must
not be harmful to the ecologica environment, nor shdl it infringe on therights and legdly
protected interests of citizens, juridica entities or the Sate. (Art. 53 and 54)

The status of land in Uzbekistan is expressed in the Law on Property. It states:

The land and its soil and minera resources, internd water basin, floraand fauna, ar
basin (space) within the boundaries of the Republic ... are the exclusive property of the
Republic of Uzbekistan. (Law on Property, Art. 24)

The Law on Property reiterates the congtitutionaly granted right to private property. It outlinesfive
forms of property: individud, collective, state, mixed forms, and property of joint ventures. It provides
that an owner "on his own will effects the right to own, use, and command the property belonging to
him" (Law on Property, Art. 2). He hasthe "right to hand over hisright to own, use, and command the
property to other persons.” (Art. 3)

The Law on Property, dong with the Condtitution, guarantees the "inviolability and equa conditions for
the development of dl forms of property.” However, the state's guarantee of the inviolability of
property is not as strong as possible. The Congtitution does not outline any standards for governmental
confiscation of property that would limit confiscation provisons of anew law. Asaresult, the Law on
Property’s statement that "forced confiscation of a property from its owner is not permissible except in
cases stipulated by the Law™ (Art. 37) does not provide a person or legd entity with any true safeguard
againgt government takings. It only provides for compensation, either voluntarily or by court decison,
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"for losses incurred by a proprietor as aresult of the adoption of Legidative Acts for the Republic
which discontinue the right of property.” (Art. 37.2).

The Law on Property provides for home ownership. It states that " Citizens can own dwelling houses,
country houses, garden houses, plantations on the plot of land..." (Art. 7.1). Infact, it asserts that
"Citizens are granted plots of land ... for the congtruction and maintenance of dwelling houses..." (Art.
6.3). It grants citizens hereditary life tenure in such plots.

The Law on Property describes the rights an owner hasin hishome. He can "sdl, divide, lease, and
carry out other deals which do not contradict the Law." (The current moratorium on resales of
privatized units would appear to conflict with this provison.) The Law on Property describes the right
to private property asthe "right to own land privately, and use and manage one's property with theaim
of making a profit out of it" (Art. 8). Thisseemsto give an owner broad rights to dienate his property
and to make an income from its use, gppropriate in amarket environment.

These rights, however, are limited by the sate, particularly in relationship to red estate. By not
identifying "the law" which an owner's activities may contradict, the Law on Property ingtills insecurity
into an owner'srights. In addition, strictly spesking, making a profit on the sde of an interest in redl
property or on the sdle of one's home might not be permitted because it could be considered
"gpeculation,” which is punishable under the crimina code. This prohibition on making money from the
transfer of an interest in land or a home contrasts with the law's support of making an income from
one's labor, enterprise, or intellect.

Another potentid flaw in Uzbekistan's Law on Property is the amount of Iatitude given to locd officids
to implement it. At times, locadl implementation can undermine the purpose of the law. In the absence
of an effective process for reviewing such implementation of the law, citizens property rights can be
negdtively affected. A recent example concerning garagesisilludrativein thisregard. Under the Soviet
system, acitizen could obtain asmal plot of land from the loca adminidration (Hakimiat) for the
congtruction of agarage. Once given agarage plot, it was rarely taken away. After the adoption of the
Law on Property, the Hakimiat notified al garage owners that they must come to the digtrict office to
register the garage. Now, the Hakimiat will grant only temporary use tenure for the garages, and
reserves the right to terminate the use at any time, to tear down the garage, and even to keep the
congtruction materias.

By this example, the Law on Property and the postindependence reforms could be viewed as
edtablishing the government's right to property and to arbitrary conduct of its relaions with the citizens,
rather than establishing and protecting the citizens property rights. Without intending to withdraw
property rights, such conduct can stir alack of confidence in government, undermining genuine reform
efforts.
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Cities may dlocate the right to use land for an indefinite term. A fundamentd principle of this sysem is
that the state takes back the land if it is not used in accordance with the stated purpose for dlocation
(e.g., to build onés home) over a gpecific period of time. Single family housing is typicdly developed
under indefinite use right provisons, which are perceived as quite secure by homeowners,
notwithstanding the limitations noted above.

Under the current system there is an active market in sales of existing houses, especidly in areas not
dated for redevelopment, evidence of the strong de facto tenure rights for preexisting housing. The
sysem isat odds, however, with private entrepreneurid investment in housing for rent or sde to others,
as opposed to occupancy by the builder. The legd problemsin this regard are not yet well
appreciated, perhaps because the process of private investment in housing for other than occupancy is
itself anew concept not well comprehended.

In sum, the status of private property, particularly when associated with land, is ambiguousin
Uzbekistan. The provisons of numerous laws address the same topics in sometimes conflicting ways.
Underlying this confusion is Uzbekistan's attachment to the fundamenta principle that dl land belongsto
the state. Notwithstanding the country's steps toward privatization, this principle gppears at this point
unlikely to change. Land can be neither bought nor sold, nor can ownership of the parcel be pledged
ascollateral. Land may be leased only for purposes specified in the lease, and ownership of
improvements appears to be subject to negotiation in each case.

6. Housing Finance

Long-term heavily subsidized housing finance continues to exist for the benefit of the individud family.
The State Savings Bank, which offered housing loans in the Soviet era, initiated a new lending program
in August whereby afamily can borrow up to 200 times its monthly salary a 20 percent for up to 30
years for house congtruction, repairs, or purchase of a cooperative flat. Thisis not asustainable
program absent the infusion of dtate capital. Moreover, no collaterd is pledged in the loan agreement.

In 1992, Uzbekistan adopted alaw on pledge and collatera. 1t authorizes interestsin land (but not the
land itself), improvements, future products, and future crops to be collaterdized. Asapracticad matter
it is believed that a citizen's pledge of an interest in land or an improvement could easly be undermined
by capricious government actions terminating the interest in the land.

7. New Housing Production

a. Land Allocation. In Uzbekistan, the process of land alocation is
comparable to that in other republics of Centrd Asia, and is essentialy a continuation of the Soviet
system. Thelocd Soviet, or Hakimiat, has the authority to dlocate plotsin itsjurisdiction. Allocationis
according to use, at the discretion of the Chief Architect or other officid in accordance with the Generd
Plan. The applicant's needs or preferences are consdered in the context of the plan. The price of the
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land is cdculated according to aformula that takesinto consderation the location, infrastructure, and
other factors. A lump sum payment is made for the indefinite use of the Ste. The gpplicant has no right
to transfer hisher interest in the land. The city can evict the tenant if it wants the land for another
purpose, subject to the Law of Property's mandated compensation.

b. Individual Housing. The Congtitution and the Law on Property alow
individuas to possess their dwelings. Under the Law on Property and the Law on Housing
Privatization, an individua may even own two dwellings. Hereditary life tenureistypicaly granted. The
laws authorize an owner to lease, bequesth, or sell his’her home.

A curious feature of Uzbekigtan'slaw isthet it dlows acitizen to own two dwdlings, dthough acitizen
may privatize only one state-owned unit. A person who owns two homes can lease or sell one of them
and could use this cash for other enterprises. In fact, in Tashkent there are people who are using the
right to own two houses as a business opportunity. On the second plot, they have built aresidence
which they are renting out. Here we see akernd of entrepreneurid activity in resdentid red etate
congruction.

There are immediate limits to this modest entrepreneurid activity. As mentioned above, thereisthe
prohibition againgt "speculation”; i.e,, a person is not supposed to make a profit. In addition, arecently
privatized dwelling may not be sold due to the moratorium.

C. Multifamily Housing. Itisnot clear whether Uzbekistan intends to
withdraw even partidly from the gpartment construction business. State-owned construction industries
have not been privatized, dthough little state-funded congtruction is occurring. Unfinished buildings dot
the urban landscgpe. The Hakimia will auction four unfinished resdentia buildings started in April and
financed by the State Industrid Development Bank.

The primary activity in multifamily resdentiad congtruction emanates from the housing cooperatives. Out
of 113 gpartment buildings reportedly built this year, 70 were built by housing cooperatives. The legd
framework for housing cooperatives is from the Soviet eraand is common to al former Soviet
Republics. Essentidly, a number of people associate with each other for the purpose of arranging the
congtruction of an gpartment building. 1n the past, the group probably would have been arranged
through the place of employment or through some other preexisting organization. Each family would
contribute 10 percent of the construction cost and would be granted credit from the Industria
Development Bank for the other 90 percent. The site would be selected by the municipdity and the
building would be designed and congtructed by a state-owned housing congtruction enterprise. Each
member of the cooperative would repay the housing congtruction enterprise, which would repay the
bank over 20 years.

Housing cooperatives are ill active in Tashkent. The function of organizing the group seemsto be
performed now by a quasi-governmentd organization, "Farisse” It isnot an entrepreneuria operation.
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The proposed shift to cooperatives as a proposed mgor provider of housing does not in and of itsalf
indicate any fundamenta change in how housing is built. Cooperative projects follow the same path to
implementation as Sate projects. The cooperative continues to go through the preexisting system of
applying to the city to be assigned a Site and using one of the city's design indtitutes and the prescribed
city congtruction company based on the type of housing planned (e.g., number of stories).

The laws on property, leasing, and land provide aworkable framework for single family, nonspeculaive
congruction.  The Law on Enterprises would appear to permit the smal private congtruction
companies that heretofore have built most of the private individua houses to take on gpartment
condruction for public or private clients. The Law on Leasing could permit the long-term leasing of a
plot of land for alawful purpose authorized by the lessor. The Law on Collatera could dlow the
interest in the lease to be the security for the loan. However, there isalack of experience, or intent, to
use these laws congructively to effect peculative private investment in housing. The vagueness of the
laws relating to tenure, the lack of protection against confiscation of property, the discretionary process
for land dlocation, and the absence of aviable law or system of mortgage lending inhibit entrepreneuria
activity in the real estate sphere.

Given the many difficulties, it is not surprising that the data for Tashkent suggest that new residentia
congtruction has dropped by about 50 percent since 1991, with perhaps only 8,000 units to be
completed thisyear. State housing is expected to account for only 20 percent of this sum, with 70
percent coming from the cooperative sector and enterprises. The comparable split in 1990 was 60/30
(private condruction of individua houses continues to account for about 10 percent of additionsto the
stock).

One interesting note is that existing Sate enterprises are reportedly finding ways to build for amarket in
exchange for setting aside a number of completed units for the municipaity to dlocate. These
arrangements gppear to be more driven by convenience than design, as enterprises |ook for new
opportunities and cities, strapped for cash, look for dternative means to continue to offer at least some
additional housing for those on the waiting lig.

There may be some dow reform of the congtruction sector in progress. The large state-owned firms
plan to become joint stock companies, with 51 percent held by the city or state. However, these firms
gpecidizein high- and mid-rise housing, typicaly use outmoded and inefficient technologies, and may
find it difficult in their current configurations to adapt well to smaler scae projects using dternative
desgns. At the other extreme, private companies are active in the sngle family housng market but as
yet have not had opportunities to build on alarger scae.
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8. Protection for L ow-Income Families

By privatizing the bulk of the housing stock, the city has been able to postpone for atime the need to
erect asocid safety net for those who otherwise would be incapable of paying higher rents. The
raively smdl number of units not privetized are reportedly largely the homes of the ederly and
indigent, and the city may smply freeze rents and communa fees for this population, in effect creeting a
safety net, dbeit a poorly targeted and noninclusive one. No specific plans are evident to construct a
safety net for those in private housing who will see ther utility and commund feesrise.

B. KYRGYZSTAN

Two years after declaring its independence, Kyrgyzstan is leading the Centrd Asian Republicsin
political and economic reform. Kyrgyzstan's condtitution, its laws relating to privatizetion of Sate-
owned enterprises, privatization of housing, formation of enterprises, and pledge and mortgage of
persond and red property mark the shift from communism to amore open politica and economic
system. These steps are a good foundation for further change and growth. Y et, Kyrgyzstan's laws and
procedures relating to land tenure and land use do not reflect a Smilarly progressive gpproach to
speculative real estate development.

1. Demogr aphic and Housing Data

a. Basic Demographics. Kyrgyzstan's population, according to the
1990 census, was 4,365,000, of which 62 percent was rurd and 38 percent urban. By far the largest
city isthe capita, Bishkek, with apopulation of 625,000. The birthrate is high; the average family sze
is4.7. Just over hdf the population is ethnicaly Kyrgyz; nonKyrgyz groups, including Russians (20
percent), Uzbeks (13 percent), and smaler percentages of Ukrainians, Germans, and Koreansform a
magority in urban aress.

In the lagt 3 years, over 200,000 citizens, predominantly Savs and Germans, have reportedly |eft the
country. Thisemigration has had a sSgnificant effect on the reform of the state housing sector. Since
date housing is concentrated in urban areas, the mgority of people resdling privatized gpartments (and
regping windfal profits) have been departing nonKyrgyz. Asaresult, ethnic divisons have influenced
political debate over housing policy.

b. Housing Stock. Totd housing stock comprises some 56 million
square meters of total building area (40 million square meters of living areg), divided into 851,000 units.
The average living area per unit is about 47 square meters. Available statistics for 1992 put the tota
number of households at 888,000. Due to the subgtantial migration since then, the preexisting housing
shortage may actudly have been ameliorated in the short term. 1n 1991, before the sart of large-scade
housing privatization, ownership of the country's housing stock was divided as follows: private, 74.5
percent; municipal, 9 percent; enterprises and indtitutions, 10.6 percent; ministries and other budget
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organizations, 2 percent; and cooperatives, 2.5 percent. Private ownership in urban areas, however,
was far lower.

2. Privatization of State-Owned Housing

Carrying out its condtitutiond pledge to promote the fulfillment of the right to housing, Kyrgyzstan
adopted the Law on Privatization of the Housing Fund in December 1991. The Law provides for
trandfer of the ownership of dl state and municipa housing, gpartments, and multiple dwellings to the
citizens of Kyrgyzstan. Thisincludes housing owned by state-owned enterprises. Certain units are not
subject to privatization, including apartments not meeting established sanitary standards.

Privatization is voluntary. The tenant of an agpartment or dwelling house is entitled to privatize the unit,
provided the tenant has the written consent of al adultsliving there. A person on awaiting list for
housing o hastheright to obtain a privatized unit. The tenant does not have to be a citizen of
Kyrgyzstan to buy aunit. Privately held legd entities, persons without citizenship, foreign aitizens living
in Kyrgyzstan, and foreign citizens and legd entities living outsde of Kyrgyzstan (in accordance with the
priorities established by Kyrgyzstan) dso may buy gpartments and dwelling houses.

Certain categories of housing (including hogtels, dormitories, and buildings of historica importance) are
exempt from privatization. The state dso plansto maintain astock of sate "socid housing” for
continuing subsidized rental. Estimates of the eventua size of this socid stock vary from 15 to 25
percent of the origina state housing stock. The state has not yet established the specific procedures for
preserving the state stock.

a. Cost to Privatize State Housing. Under the law, privatization isfree
for many, induding the following categories of citizens

Veterans and families of disabled veterans and soldiers killed or missng in action
Families of officddskilled in the line of duty

Families with four or more children

Victims of the Chernobyl nuclear disaster

T HHEHR

Adminidrative amendments to the law expanded the categories of persons entitled to free housing to
include hedlth care workers and educators. According to one report, as much as 80 percent of al
state-owned gpartments are being transferred for free to tenants who fit the various defined categories.
Other groups are petitioning to be included in the free-housing category. If dl such requests are
granted, 98 percent of the remaining tenants reportedly could be digible for free trandfer of their units.

In addition to authorizing a high percentage of free transfers, the law authorizes a"specid means of

payment” (SMP). The SMPis avoucher-like benefit intended to be issued to every citizen. The SMP
amount depends on the citizen's age, years a work, and average sdlary. An SMP can be used toward
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the purchase of a state-owned dwelling or an enterprise. Apparently, most citizens who did not receive
their gpartments for free chose to pay cash for their units. At least one reason why a citizen would
choose not to use the SMP for housing isthat it potentidly restricts their right to resdll the unit.

The privatization law does not establish the actud purchase price of state-owned dwelling units (for
those not digible for free privatization). That task is delegated to locd commissions with input from
financid indtitutions, businesses, and local soviets. The purchase price for each gpartment is based on
its "baance cog," which isthe building's origina congtruction cost in 1984 prices (roughly 200 rubles
per square meter), minus depreciation, and factoring in location and inflation. (The balance cost for an
gpartment may be, but apparently never is, contested). Using this basis, the average apartment price
for transfers through March 1993 was about 9,000 rubles. The average price since that date has
reportedly more than doubled. These figures pale in comparison with resae prices (October 1993) for
atypicd two-bedroom gpartment in Bishkek, which are in the 4- to 6-million rubles range.

b. Adminigtering the Privatization Program. The agencies responsible
for conducting privetization are the pertinent agencies of the Soviets of Peoples Deputies (equivaent to
alocd city council) and the enterprises, organizations, and indtitutions to which the gpartments are
assigned.

The privatization law provides amechanism for registration of ownership. The agreement to privatize
the unit must be certified by a notary and registered in the local notary's office. The agreementsaso are
filed in the Bureau of Technica Inventory (BTI), a centraized filing sysem. Each owner receivesa
certificate. Theoreticaly, if a subsequent purchaser of a privatized unit doubted the authenticity of a
sdler's cetificate of ownership, he could check the notary and BTI files to verify that the person sdlling
the unit isthe actud owner. However, neither the privatization law nor any other law expresdy
edtablishes the notary's or BTI'sfiles as public records. Therefore, it is not certain thet a citizen would
be given ready accessto the records. Although this would appear to be a concern, given the infancy of
the market in previoudy privatized housing, thisis asyet not an issue in Bishkek.

Privatization of exising unitsto Stting tenantsis carried out mainly at the municipd levd, typicaly
through amunicipal housing privatization office. Municipdities have dso involved themsdvesin resde
of units, through 1) regigtration of ownership changes and collection of transfer taxes (currently running
at 10 percent of assessed vaue, which approximates actual market value, as determined by a state
taxation commission); 2) establishment of Centers for Sales and Purchases of Houses, which, for a
commission, perform something akin to red estate brokerage functions; and 3) on an experimental basis
in Bishkek, purchasing units at market rates for use as socid housing (subsidized rentd for targeted
groups) or resale to selected families. Bishkek's experimental program, for which some 300 million
rubles have been gppropriated by the government, is just starting and so far has purchased and
redlocated only 10 gpartments. Privatization of enterprise housing, (which has proceeded more rapidly
than that of the municipa stock) has been carried out for the most part by individua enterprises.
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The State Property Fund is promoting privatization of partly finished apartment blocks. In Bishkek,
which by October 1993 had privatized some 20,000 apartments, there are over 2,000 unitsin
unfinished buildings. After rather unsuccessful attemptsto sdll buildings and units a auction, the State
Property Fund has recently begun a program of soliciting fixed-price private sector proposas for
building completion and disposition. The state eva uates the proposds on the basis of the overal
development program and business plan. Development rights to some 40 buildings have so far been
sold throughout the Republic. Most of the finished units in these buildings will be sold on the private
market.

C. Rights of Ownership. According to the privatization law, the new
owners of privatized housing may "possess, enjoy and dispose of [their respective gpartments or
dwelling houses] asthey seefit and have theright to sdll, bequesath or lease the property..." Under the
current law, no waiting period is required following privatization before an owner can sdl hisher unit.

In the spring of 1993, before the adoption of the Congtitution, the Parliament adopted an amendment to
the Housing Privatization Law, which the President vetoed, that would have imposed a 5-year
moratorium on sales of privatized gpartments. At the same time, it would have mandated that dl units
be transferred for free. This amendment was gpparently motivated by adesire to preserve more state-
owned housing and to prevent nonKyrgyz living in Kyrgyzstan from benefiting from the sde of their
units before emigrating.

The moratorium was expected to be reconsdered in the session of Parliament that commenced
December 7, 1993. In order to become law, the Parliament would have to override the President's
veto by atwo-thirds vote, an outcome considered unlikely. Even if enacted, it is possible that the
amendment would be chdlenged in the Congtitutiona Court as an infringement on citizens congtitutiona
right to sdll their property. Thosein favor of the amendment might argue that the Condtitution
differentiates between housing and other private property, so that the protection afforded private
property by the Constitution does not extend to housing.

d. Progressto Date. Even during the Soviet regime, Kyrgyzstan's
housing stock remained mogtly privately owned. Private units (including cooperatives) accounted for
some 74 percent of thetotal in 1991. The state stock (units belonging to municipdities, aswell as
minigiries, state enterprises, and public ingtitutions) comprised some 240,000 units at the time of
independence in 1991. Prior to independence, nearly 15,000 units had been privatized under Soviet
law. The privatization laws enacted in January 1992 greatly sped up the process. The greatest
progress was made in 1992, when more than 30,000 units (13.8 percent of 1991 state stock) were
privatized.

With the uncertainties and palitica conflicts reflected in the Parliament's approva of aresde

moratorium in March 1993, the pace of privatization has dowed. Sightly more than 12,000 units were
transferred during the first 9 months of 1993. By October, 24.5 percent of the total state stock had
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been privatized, bringing the amount of private housing to over 80 percent of the total housing stock of
Kyrgyzstan. Of the various classes of state housing, privatization of enterprise-owned housing has
proceeded fastest.

3. Maintenance and Management of Privatized Housing

To date, Kyrgyzstan has proceeded unevenly in turning housing management and maintenance
respongbilities over to the new owners of privatized apartments, a reform necessary to consolidate a
market-based housing sector. Some progress has been made in revising rentd, maintenance, and utility
chargesin an effort to limit the growth of public subsidy and to begin to expose ownersto red costs.

a. Movement Toward Real Pricing. Before 1993, housing charges
covered only asmdl fraction of the actual cost of services. The Bishkek city adminigtration estimates
that for 1992, 80 percent of the 2 hillion rubles it pent on communa services (housing maintenance
and utilities) was covered by state and municipa subsidy, 15 percent by commercid rents, and only 5
percent by tenant payments. In late 1992, communal services costs (led by costs of utilities) began to
rise dramatically. In October 1993, average monthly charges stood a some 3,100 rubles for atwo-
bedroom apartment (about 55 percent of the current average monthly wage). The government planned
to raise rentsin December 1993 by afactor of five and tota communal services charges by 50 percent.
Under this price reform, rent will account for up to one-third of tota monthly housing costs. Until now,
renters and owners have continued to pay nearly identica tota monthly charges. The rent increase
should increase the incentives for privatization.

Such dradtic rises in housing costs have been, and continue to be, paliticaly problematic. The
proposed rent increase was expected to be fiercely debated in the December parliamentary session.
Fear that homeowners would ultimately have to pay unsubsidized housing cogts (while renters costs
would continue to be subsidized) was apparently another factor in dowing the pace of privatization.

b. Status of Common Areas. While the privatization law authorizes the
transfer of ownership of units from the sate to the tenants, it does not require the transfer of al unitsto
private ownership nor doesit provide for the transfer of ownership of common areas. Thus, it gppears
that the state will remain in the housing business both as the owner of unprivatized gpartments and, less
clearly, asthelega owner of the common aress.

Despite the law's vagueness regarding ownership of the common aress, it clearly addresses
respongbility for their maintenance and repair. The owners must contribute to the maintenance and
repair of the building aswell as of common areas and grounds. At the same time, the law says that
date organizations must continue to maintain and repair buildings "regardiess of the number of privatized
goatments' in them.
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The owner's obligation to maintain the premises is addressed in the transfer agreement executed by the
tenant when he/she purchases the gpartment. The agreement designates the Housing Exploitation Trust
(GhEK) asthe agency to provide maintenance services for the unit. GhEK, a government entity,
maintained state-owned housing prior to privatization. Under the purchase agreement, the owner must
agree to pay amonthly maintenance fee to GhEK.

C. Framework for Common Owner ship Associations. The privetiza-
tion law anticipates that the owners might want an dternative to GhEK. Article 12 authorizes ownersto
form "economic associations or partnerships' to maintain and repair their housing, but only when dl of
the unitsin abuilding are privatized. Such associations could enter into private contracts for the
operation of housing and for repair and congtruction. They could contract with state and municipa
organizations or with other organizations. According to the law, disputes between owners associations
and the housing operation or other organization must be resolved through court procedures.

The legd framework for such associations and for private gpartment building maintenance companies
was established under the 1991 Law on Enterprises, which authorizes the creation of private
enterprises which "fulfill work and render services" The enterprises may be joint stock associations or
other economic associations or partnerships, but they must be accountable for costs. Thus, the lega
infragtructure exigts in Kyrgyzstan for the establishment of owners associations comparable to our
condominium associaions, and for the creation and hiring of private maintenance companies.

In part, no doubt, due to the lack of alegd framework for nonstate-owned management and
maintenance of hybrid buildings (part renta, part owner-occupied), no condominium-like associations
have been formed. A few are reportedly in the process of being formed, but without any officia
encouragement. Municipa organizations continue as the only providers of mgor services to buildings,
athough small-scale private provision of gpartment repairs and services is growing, sSince repairs within
the unit are now clearly the reponghility of owners.

Theway in which municipal maintenance units are organized and financed is changing. 1n Bishkek,
maintenance units operating in areas with ahigh leve of privatized gpartments have themsdves been
designated for privatization (to operate without subsidy and with the right to expand profitable
activities). These units collect a maintenance fee directly from apartment owners. Maintenance fees
currently cover one-quarter of the maintenance unit's budget. The success of these privatized
maintenance units will depend on some combination of increasing charges for residentid maintenance
and cross-subgdizing resdentid maintenance with income from commercid leasing or operations.
Growth of private maintenance and management firms, and their ability to compete with or replace
municipa units, depends on the future development of active building associations.

4, Property Registration and Valuation
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Kyrgyzstan inherited the Soviet-era system of property vauation and regigtration, in which records for
land and buildings were kept separately, land had a purely nomina vaue, taxes were extremely low,
and market transactions were minimal. The need for reform is clearly understood, and certain
promising steps have been taken.

A vaiety of regigration procedures currently exist due to the lack of a centra filing sysem. Documents
indicating ownership of a privatized gpartment must be filed with the notary and the BT1; mortgages
must be recorded with the Land Registry. Leasehold agreements and other documents conveying an
interest in land do not have to be recorded. No system exigts for reliably maintaining acumulative
record of changesin title or for recording liens, security interests, easements, and other encumbrances
on thetitle and use of property. Not only are the records incomplete and maintained by different
bureaucracies, they are aso virtualy inaccessible to the public.

The State Board on Land Inspection has been made an independent agency, authorized to clarify land
rights and systematize land cadasire and other records; it deals mainly with rurd arees. A parale
function is carried out in Bishkek by the chief architect's office. A Land Development Agency isbeing
formed; its function will be to unify land and building records and to foster effective development
decisons.

With the growth of housing market activity and risng red edtate tax rates, the sate has begun to
accurately track market housing prices. Appraised vaues, established by the State Statitica
Commission on fairly summary grounds, are currently in use for levying the 10 percent housing sdes
tax.

5. Land Privatization and Tenure |l ssues

a. L egal Issues. The Constitution, adopted May 5, 1993, expresses
Kyrgyzgtan's fundamental values regarding land, private property, and housing. It atessmply: "The
land, its subsoil, water, air space, fauna and flora—all natura resources [are] the property of the
date....The purchase and sdle of land [is not] dlowed.” Although the citizens of Kyrgyzstan may not
own land, they and their associations may "possess’ land in the Sizes and according to the procedures
prescribed by law.

Under the Condtitution, citizens dso are guaranteed private property as an "indienable human right.”
This guarantee commits the Sate "to defend the right of its citizens and legd entities to own property.”
It mandates. "Property [is] inviolable. No person can be deprived of his property...against hiswill
[except] by the decision of acourt.”

The Condtitution distinguishes housing from the land and property. Unlike land, housing is not owned

by the state. Unlike persona property, housing is not proclaimed to be inviolable. Yet, the
Condtitution grants citizens the right to housing in these words. "The state promotes the fulfillment of the
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right to housing by giving and sdlling state-owned housing [and] by encouragement of individua house
building.”

Arguably, housing is aform of property entitled to the same protection as other forms of property, the
right to whichisinviolable. Without answering this condtitutiond question, the laws rdaing to housing
treat housing as aform of property belonging exclusvely to its owner, without any rights reserved for
the state.

While the power to make decisions about the alocation and use of land rests with the state and is
locally exercised by the soviets, the soviets are condrained in the nature of land rights they may give.
The Land Code and the Leasing Law, adopted prior to the breakup of the Soviet Union and ill in
effect, define severd different forms of tenure that apply to urban and rurd land. Individuas can obtain
hereditary life tenure, long-term (more than 5-year) leaseholds, and short-term leaseholds.

Hereditary life tenure dlows an individua to possess and use aplot of land and to bequeeth it to his’her
heirs. Leaseholds are for a specific term, with automatic renewa for the same term and on the same
conditions unless otherwise stated in the lease. Whether avery long-term lease of 49 or 99 years
would be granted isunclear. The digtinctions among the types of leasehold interests familiar to us, such
as net leases, ground leases, or mortgageable ground leases, are not identified in the law.

Since privatization, Kyrgyzstan has been turning to individua home congtruction to satisfy more of the
housing need. It adopted a Law on Single Family Congtruction to control the alocation of lots for
individua homes. Land isdlocated for free to persons on the waiting lists and at the discretion of loca
authorities to other citizens. The only compensation required is payment of an annud land fee, afairly
nomind form of property tax.

The soviet's grant of tenureis dwaystied to a particular use. Each grant of hereditary life tenure or
lease specifies the use permitted for the property in detall. For example, assuming the level of detall
gpecified in Kyrgyzgan is the same asit isin other Republics, land would not be leased smply for
agricultura purposes, it would be leased for growing cotton. 1t might even be leased for growing a
certain minimum amount of cotton. Failure to grow the specified amount or growing a crop not
expressy permitted would be a breach of the lease and jeopardize the lessees tenure. The impact of
an unauthorized use of property in an urban setting would be the same. If a person were granted a plot
for aparticular business, use of the plot for a different business could abrogate the grant, potentialy
subjecting the lessee to eviction if he/she did not correct the violation.

b. Context for Individual Housng Construction. Within the legd
framework, an individua or afamily could be granted severd different forms of tenure to aplot on
which to build ahome. Under the Land Code and the Law on Leasing, the grant could be for
hereditary life tenure or for a specified term under alease. Under the Condtitution and the Law on
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Property, it gppearsthat afamily could be given rights tantamount to fee ownership, provided the
property were used for residential purposes.

The Condtitution and the Law on Property appear to convey such rights through the characterization of
housing as property instead of asland. The Congtitution authorizes the state to give citizens plots of
land without specifying the tenure. Once the homeis built on the plot, the Condtitution and the Law on
Property grant the individua the right to sdll the house (as persond property) without restrictions.

Under the Law on Property, the right to use the piece of land is automatically transferred aong with
ownership of the house, without requiring specia governmental gpprova. Thus, by focusing only on the
rights to the house without addressing the question of the land tenure, the Congtitution and the Law on
Property effectively give citizens something akin to fee ownership in the land.

C. Recent Initiatives. In Kyrgyzstan, asin the other Centrd Adan
Republics, resstance to private ownership of land is culturd aswell aslegd. Urban land-userights
continue to be dlocated primarily through the inherited Soviet systlem. Application is made through the
municipaity; nontransferable, conditiona rights are assgned by the Chief Architect according to the
generd plan. Lease payments are nomind and tax rates are low. Severa recent initiatives have been
taken, however, toward formation of a market-driven land development sector, despite the limitations
in the current legd dructure:

# Citizens on municipa housing waiting lists have been offered building plots for self-build
housing, generaly on unserviced suburban Stes. Resources are not yet available to service
these Sites or to provide owner-builder financing. Work, therefore, goes on fitfully, and few
units are now occupied.

# The State Property Fund's current effort to solicit RFPs for unfinished buildings shows
willingness to use a vehicle well-suited to urban land development. The municipdity, as owner
of urban sites, can define development programs, call for proposas from private firms, and
perhaps take part in a public/private partnership for leesing and financing arrangements. Since
the State Property Fund dedls only with buildings, not land, it has no plans of its own to extend
the use of this development mechanism.

# The Chief Architect of Bishkek has produced a development program for asmal stein the city
and cdled for proposals. This project has not yet reached contract stage.

Adverse economic conditions may make profitable land development difficult and thus may undermine
municipal offerings. Judging, however, from the relative success of the State Property Fund's sdle of
some unfinished buildings, the market may, in fact, support profitable development, even under present
circumgtances. Further experiments aong the lines begun by Bishkek's Chief Architect, for either
resdentid or commercia development, might well be in order.
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6. Housing Finance

Kyrgyzstan's Law on Pledge (adopted in March 1992 and amended in December 1992) is a useful
darting place for the evolution of mortgage lending for individua homeowners and for speculaive
resdentid red estate development. The law authorizes that exigting buildings and interestsin land (such
as aleasehold) can be used asloan collaterd while remaining in the possession of the borrower, caling
that kind of mortgage "hipothec.”

The law provides for the right to mortgage land in conjunction with the mortgage of a building, but not
for the mortgaging of land or an interest in land separate from the pledge of abuilding or structure on
the land. It does not provide for the mortgaging of vacant property. The law provides for risk of 10ss,
authorizes the parties to obtain insurance, aludes to rights of the lender upon default of the borrower,
alows the borrower to pay the entire loan to prevent foreclosure, and mandates court supervised
foreclosure procedures. In the case of default, liability extendsto al property owned by the borrower,
not just the mortgaged property.

The pledge law ds0 establishes minimd formd registration requirements for the hipothec mortgage
agreement. Such amortgage must be "notaridly certified” and filed in the Land Regigter. Regidration
data must include owner of the mortgage, the object mortgaged, the amount of the mortgage, and the
time when the mortgage-secured obligation should be met. The mortgage is not considered effective
until it is registered. Noncompliance with the requirements related to the format of a mortgage contract
nullifies the contract. In addition, the mortgagor must maintain arecord of the mortgage. The mortgage
registration book must be accurate and up to date. Regidration information is available for public
review.

While providing a tarting point for amortgage-lending system, the Law on Pledge needs clarification
and refinement, notably in the following aress

# Addition of nonrecourse mortgages and limitation on borrowers ligbility

# Authorization of subordination and recognition agreements to be entered by the landowner (the
state) and honored by the lenders

# Addition of consumer protection provisons

# Authorization of notice and the opportunity to cure defaults

# Adoption of borrowers right upon default and fair foreclosure procedures

Moreover, the law frequently undermines its own efficacy by subjugating its provisons to the terms of
any other contract, the present law, or other legidation.

Asapracticd matter, the flawsin the Law on Pledge are not having much of an impact yet. No lending
is occurring, collateraized or noncollaterdized. The 1992 Decree on the Functioning of Economicsin
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the Republic of Kyrgyzstan mandated that the Nationa Bank provide credit for cooperative and
individua housing, but did not appropriate any startup funds.

a. Status and Outlook. Theformer Soviet system of housing finance,
involving heavily subsidized credit to enterprises and cooperatives (and on-budget expenditures through
ministries and municipdities), has for the most part ceased to function, and commercid lending for
congtruction and mortgages has scarcely begun. Y et building does continue among al housing types
(1993 projected total housing production is 50,000 square meters, perhaps 40 percent that of 1991).

Most current building is by private owner-builders, and is accomplished incrementally, using savings
and informd financid networks. Exigting enterprises provide their own capitd for building. Some
enterprises gppear to have discovered the market potentia of building and selling apartments. As
inflation begins to abate, such projects may be able to attract commercia lenders.

The Soviet financing mechanism is dill basicdly in place. Residentid house-building cooperatives,
which have traditionaly functioned through heavily subsidized short- and long-term crediit, continue to
operate on amodest scale. Market-rate lending for construction or acquisition does not yet exist. The
numerous new or reformed commerciad banks are currently concentrating on short-term commercid
lending (less than 6 months) at interest rates as high as 400 percent.

7. New Housing Production

A legd framework for entrepreneuriad housing congruction (sngle or multifamily dwellings) can be
patched together for use on an ad hoc basis. The current laws and procedures, however, do not
naturdly create a smooth system for entrepreneurid congruction or a smoothly functioning red estate
market.

a. Sdf-Help Housing. In Bishkek, the municipa government has begun
to look to the free dlocation of smal, unserviced building plots as alow-cost response to the continued
shortage of housing and the problem of illegal squatter settlements. A specid program caled ASHAR
has been initiated, which anticipates the provision of free building Stes dong with low-cost construction
loans for self-help housing (construction procured directly by the future occupant, or even carried out
incrementaly). Nearly 23,000 hectares of land have been distributed around the city for building plots.
But congtruction costs are prohibitively high and available subsidies are insufficient to stimulate much
congtruction.

b. Entrepreneurial Resdential Construction. Entrepreneurid

resdentid real estate condtruction in Kyrgyzstan has two potential sources. privatized state-owned
congtruction enterprises and newly formed private construction or real estate development enterprises.
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Prior to privatization, two large minigtries controlled building congtruction in Kyrgyzstan, one handling
congtruction in Bishkek and the other condtruction in the provinces. With the trangtion, these were
converted, in effect, from ministries to holding companies with a mandate to privatize themsdves. The
entity associated with Bishkek split into two organizations, one concentrating on industrid buildings and
the other (AZAT) on resdentia construction.

Reportedly, AZAT is building apartmentsin the micro-district Uchkun on a nonspeculeive basis. Plans
cal for one- to four-room apartments and separate cottages on quarter-hectare plots. It appears that
AZAT isdling units prior to congruction. Buyers pay approximete prices, subject to recadculation and
additiona payment (or reimbursement) when the unit is complete (6 to 9 months for an gpartment, 3
months for a cottage).

Thefidd for new enterprises (not previoudy state-owned) engaged in congtruction or speculative
development is wide open, but few, if any, have been established. Under the Law on Enterprises, an
enterprise can be formed to build multiple dwellings for sde or lease. The process for obtaining land is
asfollows

# The enterprise can request a building ste from the Chief Architect's office.

# The Chief Architect's office reviews the request and investigates the availability of utilities and
other infrastructure to service the parce, identifies a suitable Ste, and issues a document called
an architecturd planning task that identifies the parcd and the utilities to be provided.

# Oncethe siteis identified, the enterprise would have to enter an agreement with the loca soviet
for use and possession of the parcd, which would include the type of tenure, the specific uses
of the property, including the use of the property as collaerd, whether the units could be sold
or leased, and the cost. The soviet would no doubt supervise the enterprise's activity very
closdy.

The loca soviet's authority in thisredm is not specified by published rules or sandards. No public
hearings or public participation of any kind is required in the land alocation process or in land-use
decisons.

While many decisons of the loca soviets are routinized and undoubtedly have aminigeria quality, an
entrepreneurid red estate development project would not be aroutine matter. Given the novelty of the
concept, the local soviet's reaction to the proposa would be unpredictable.

C. Housing Cooper atives. Housing cooperatives, a holdover from
Soviet rule, condtitute about 6 percent of the resdentia spacein Bishkek. They are voluntary groups of
citizenswho poal their financia resources to build an agpartment building with the help of state credits.
Once completed, they run and maintain the building. Since the adoption of the Housing Privatization
Law, owners of cooperative units have been accorded the same rights as owners of privatized
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goatments. A key digtinction between the two groups is that the housing cooperatives dready maintain
their buildings on a cooperative basis, commonly usng GhEK for maintenance.

In light of the gpparent resistance to entrepreneuria residentia red estate congtruction, it might be
worthwhile to explore whether housing construction cooperatives can be revitaized and perhaps
modified in certain repects to provide a more efficient mechanism for ddlivering housing stock than
owner-congtructed angle family dwelings. While more libera land dlocation and tenure systems to
benefit red estate entrepreneurs might be resisted strongly, smilar modifications of the laws to benefit
housing construction cooperatives might be more easily accepted.

d. Current Production Figures. Housing production has declined
sharply over thelast 4 years. The projected tota for 1993 of just over 500,000 square metersisless
than half of the 1990 totdl. Y et asubstantia volume of housing of dl types continues to be built.
Private building, by owner-builders (mainly rurd) contributes the largest share, estimated at over
380,000 square meters in 1993, about 45 percent of the private production figure for 1990. By
contrast, multistory urban construction in 1993 will be only about 13 percent of the 1990 level.
Building by housing cooperatives, which was pushed in 1992 as a subgtitute for fully subsidized Sate
housing, has fallen back in 1993's severe financia climate to only about one-fifth of the 1990 totd.
Continued building by enterprises has to some degree offset the collapse of state congtruction.

Aside from the incrementa, owner-builder sector, construction continues to be dominated by the now
privatized successors to the Soviet-era kombinats. Kyrgyzkurulash isthe privatized successor to the
Ministry of Congtruction. It is a conglomerate, with severd subfirms engaged in resdentia
congtruction. According to a Price Waterhouse report of August 1993, the conglomerate structure
may continue to serve organizationa and procurement ends, and therefore should be provisiondly
retained. At the sametime, the ability of subfirms to act independently should be encouraged, with an
eye toward recongtituting them as fully independent entities.

AZAT isprimarily aresdentid congruction firm, which seems to have weethered privetization and
recession rather well by expanding its construction operations to other Soviet Republics, and by
diversfying into nonconstruction goods and services within the republic. In Bishkek, it has begun to act
as adeveoper of market-rate projects (both multistory and low-rise), buying, in some cases, rundown
low-dengty housing to assemble building Stes. Small contracting firms, with sngle family homebuilding
capability, are reported to be growing in number and capacity and can be expected to try to move into
larger commercia projects as the congtruction climate improves.

In the near term, completion of unfinished residentia projects represents an opportunity to boost
housing production and demonsgtrate new gpproaches in the congruction industry. The unfinished
multigtory inventory in Bishkek doneis over 150,000 square meters, equd to nearly one-third of the
entire nationa housing production for 1993. The State Property Fund's program to sdll unfinished
buildings, described earlier in the report, has demongtrated that firms are willing and able to invest in
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such projects, in expectation of market-rate sales. In projects where partialy defined occupancy rights
have dready been digtributed, it may be possible to draw future resdents into financing the building's
completion, while alowing those unable to participate to sdll or trade their shares.

8. Protection for L ow-Income Families

Kyrgyz officids are well aware that alowing housing maintenance and utility cogtsto rise to market

rates requires the ingtitution of some form of socid protection. A system of housing alowances
(means-tested housing subsidies to families), to be supported at least in part by internationa donors, has
been under discussion with the World Bank for severad months as a component of a broader socid
safety-net program. Little progress seems to have been made, however, within the Republic's
government in designing or implementing such a program.

C. TURKMENISTAN

Alone among the four Central Asian Republics surveyed, Turkmenistan appears to be making little
effort as yet to depart from the housing policies and practices of the Soviet era. Even a the rhetorica
leve, officids interviewed placed little emphasis on the immediate need to privatize housing services or
to move away from reliance on public housing congtruction to meet the shelter needs of the population.
In fact the rate of public housing congtruction has increased somewhat over the past 3 years. Although
ahousing privatization law was enacted in 1992, its implementation has not been apriority and only a
very smdl percentage of sate units have been transferred into private hands.

Aswe undergtand the government's cautious approach to privatization of the economy as awhole, it
does intend to address privatization of the construction sector (including housing production), but only
in alater stage of the overall trangtion process. Immediate priorities are to upgrade oil and gas facilities
to increase exports and foreign currency earnings, to modernize public infrastructure such as ports,
electric generation facilities, water systems, and roads; and to modernize the agricultura sector to
reduce dependence on food imports. Only then would significant privatization of government
enterprises proceed, working up to large enterprises such as the large, housing construction monopoly.

Having implemented some economic reforms—including the introduction of anew currency (the
Manat), limited price liberdization, penson fund increases, and new fiscal and monetary policies—the
government may, nonetheless, be receptive to some targeted, technica assstance in housing sector
reform and the cregtion of private red estate markets. In particular, legd assstance in respect to
clarifying basic land tenure and redl property rights could prove timely. As of thiswriting, attorneysin
the Ministry of Justice and representatives in the legidature are debating issues concerning private
ownership of land, buildings, enterprises, capitd, and other assets. Resolution of these issuesis
fundamentd to the housing reform agenda broadly defined, and as being addressed in other newly
independent states with active USAID housing reform programs.
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1 Demogr aphic and Housing Data

a. Basic Demographics. Mogt of the population of Turkmenistan (3.8
million in 1993) live in agroup of oases dong the Amu Darya and lesser rivers. Some people have
recently begun settling dong the Karakum Cand. The capitd city, Ashgabat (population 400,000),
was founded in 1881 and devadtated by an earthquake in 1948, from which it is il recovering. The
ethnic composition is over 70 percent Turkmen, 9 percent Russian, 9 percent Uzbek, and 9 percent
other ethnic groups. Turkmen spesk a Turkic language and most are Sunni Modems. Six clans
dominate the population, of which Tekkein centra Turkmenistan isthelargest. Asin other former
Soviet Centrd Adan Republics, many ethnic Savs are now emigrating from the cities, hoping to find
better economic opportunities abroad.

According to aMarch 1993 Congressiona Research Service report, Turkmenistan's 1991 per capita
income was 3,402 rubles, among the lowest of the former Soviet Republics. Reatively few investments
in technology, infrastructure, and industry were made under the Soviet regime.  Consequently, the
Turkmen economy has traditionaly depended on cotton farming and oil and gas processing.
Agriculture is the most common area of employment.

b. Housing Stock. The housing stock of Turkmenistan consists of
roughly 960,000 units. Asisthe case sewherein the region, much of this stock, nearly 70 percent,
has higoricaly been in private ownership as sngle family housing. Approximately 30 percent is State or
enterprise-developed housing, largely occupied by renters. Lessthan 5 percent of the stock was
developed by cooperatives.

Approximately 10,000 families are currently on the waiting list for state housing in Ashgabat. The
average wait is between 5 and 10 years. The wait can be shortened due to family Size or specid datus
(such aswar veteran or retiree). Inthe padt, dueto the reatively high birthrate in Turkmenigtan, little
redl progress has reportedly been made in reducing unmet housing demand in the capita or in other
parts of the country.

2. Privatization of State-Owned Housing

Turkmenigtan initidly recognized the right to persond property in 1991 when the Law on Dendtion-
dizaion and Privatization was adopted. 1n response to that law, Ashgabat's mayor initiated a housing
privatization program, charging only a small fee based on depreciated construction codts, for tenantsto
privetize their housng units.

The Ashgabat program was hdted in 1992 when Turkmenistan adopted the current nationa Law on
Privatization of Housing. It dlows free privatization of apartments by tenants who have occupied their
unitsfor a least 15 years. Tenantswho have lived in their apartments less than 15 years could privetize
their unitsfor afee, prorated according to their term of occupancy. Privatization recommenced, as did
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sdes of privatized units. But the government, concerned about the high resale prices fetched for
privatized units, declared a 10-year moratorium on sales. Consequently, less than 10 percent of the
public housing stock has been privatized since independence.

The moratorium on sales of privatized gpartments seems to indicate a setback for the movement toward
aprivate red estate market. More accurately, it may reflect a government perception that the
privatization program was premature, given the dow pace of economic transformation. For example,
the firg stage in privetization of Sate enterprisesis only now beginning.

Asit beginsto reconsder afresh sart in housing privatization, the government is reportedly consdering
two gpproaches. sdling government housing at low discount rates or Smply giving it away.

3. Maintenance and Management of Privatized Housing

Maintenance of commund areas and facilities remains the responsbility of the sate. Ashgabat officids
indicated that they are interested in reducing expenditures related to both housing construction and
maintenance, but fed that aslong as the government's land tenure policy remainsin effect, Ashgabat has
no aternative but to continue to build housing. Although currently about 50 percent of the city's
Community Development Budget goes toward maintenance, the city cannot keep up with demand for
service, which averages 50 cdls per day. City staff are consdered underpaid and lacking in necessary
congruction and dectrical materids. Residents waiting for repairs often resort to paying family
members, friends, and off-duty city maintenance staff to provide services. A typica family can spend
up to 15 percent of its annua income on maintenance of the unit.

Turkmen living in state housing spend about 5 percent of their monthly incomes on rent. Utilities such as
electricity, centrd heating, water, and gas are provided by the state a no cost (Some units have no
central hesting). Monthly renta fees have not changed since independence in 1991, and remain low.
To date, thereis no gpparent movement to increase rental's or fees for housing services toward market
levels. It gppearsthat owners of privatized units still receive free utilities and pay "rent” in exchange for
whatever maintenance services they receive.

4, Property Registration and Valuation
Basic property vauation systems, which are not market based, have been developed at the republic
and locd levels. Unit vadue is based on historic congtruction costs minus depreciation. Issues such as
zoning, improvements, and access to municipa services have no bearing on the vaue of the unit.
Property isregistered at the didtrict level. Each city designates areas for development by digtrict

number and manages this information in the Communa Department of the mayor's office. Citizens who
build their own residences obtain permits from the Specid Housing Commission on Land Allocation,
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adso in the mayor's office. The permit designates a specific plot for resdentid use and authorizes
private development.

5. Land Privatization and Tenure | ssues

Turkmenigtan's congtitution grants citizens property rights, declaring private property sacrosanct and
protected against confiscation. In October 1993, Turkmenistan adopted a new Law on Property that
identifies the potentiad owners of property asindividuas, municipdlities, the state, public associations,
joint ventures, cooperatives, and mixed ownership. It defines the sources of property, rightsin
property, and protection of property, and distinguishes land rights from other property rights.

While the state still owns all land, regulations adopted in February 1993 specify certain acceptable uses
of land, such as agriculture, private gardens, and housing. A recent Presidentid Decree backs the
Condtitution's commitment to property rights by granting individuas the right to obtain aplot of land for
aprivate dwdling.

Attorneys at the Minigtry of Justice are drafting a more definitive law on land ownership for review by
the Presdent's Commission on Housing Privatization Policies and the legidature. Current land use
regulations are focused on agricultural and industrid uses. For example, one government land-lease
program offers any family 50 hectares of former state-operated farm land freein return for "productive
use' of the parcel. Productive useis defined as producing products designated by the government as
high priorities for import subgtitution. These include corn, whest, sugar, fodder, vegetables, and fruits.
Industrid land-use policy initiatives include designating foreign trade zone areas and creeting tax
abatement incentives for indudtry.

6. Housing Finance

The Minigry of Economics and Finance is drafting a mortgage law that includes provisons for financing
of upto 20 years. Reportedly, the law will initidly focus on commercid and industrid lending policies,
with provisonsfor financing resdentia development to be phased in later.

A nationa savings and investment bank has been created to provide sart-up capita to smdl farmers.
In the future, it may aso serve smdl private businesses, including contractors involved in housing
construction or maintenance services. The European Economic Community has provided a $1 million
ECU grant to help start-up the bank. Without mortgage lawsin place, however, the bank cannot
provide mortgage financing.

The government is aware that it needs a system of supporting legidation and initiativesto create a
market-driven housing sector. These include, but are not limited to, a mechanism for housing finance, a
land assessment/va uation and pricing system, provisions for housing maintenance, forma protection of
low income citizens (either through housing alowances or continuing to provide housing), and incentives
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for (s well as controls on) investor-built housing. The legidature was consdering tax abatement
incentives for joint ventures in the housing congtruction industry, but even if passed the incentives may
not amount to much because of insufficient effective demand for cost-recoverable housing in the
foreseeable future.

7. New Housing Production

Avallable data suggest that tota housing production has been increasing in recent years. Unlike other
Centrd Adan Republics, in Turkmenigtan, the state is continuing to build public housing, with the rate of
total congtruction increasing by 10 percent annualy since 1990. In Ashgabat, annual construction of
public housing probably amounts to 3,000 to 4,000 units. However, increases in privately built housing
appear to be even greater and now represent over 72 percent of new congtruction. Despite an
absolute increase, housing congtruction by the state, cooperatives, enterprises, and other associations
dropped from 47 percent of tota output in 1990 to 27 percent in 1992.

In rura areas, new congruction by collective farms decreased from 2 percent of the nationd tota in
1985 to 0.3 percent in 1992. Almogt al new housing (al gpartment block units) continues to be built
by state congtruction enterprises. Small detached and duplex units are being built by cooperatives and
small contractors.

A government-sponsored Housing Construction Fund currently provides low-interest credit for sngle
family housing congtruction on alimited scale. The large state-run congtruction enterprises continue to
dominate the industry. Small contractors continue to build only individua units and have no accessto
government contacts. "Profit-making” in the condtruction of state housing is not currently provided for,
effectively preventing smd| builders from scaing up.

One officid in Ashgabat described a change in the city's urban land-use policies. In contrast to the
high-rise gpartments currently under congtruction in the southeastern quadrant of the city, smal areas on
the city's master plan have been designated for low-dengty, single family, detached home devel opment.
In most cases, these homes would be built by smdl private contractors, either individuals or collectives.
Some officids congder these homes aluxury for acity experiencing a severe housing shortege.

There are continuing concerns about the quality of state-built gpartments. A family moving into a new
unit reportedly spends up to 20 percent of its annual income converting the apartment into livable

pace. Repairs are made by contracting informally with eectricians, carpenters, and plumbers, some of
whom work for the city's maintenance divison. Materids and supplies are purchased on the informal
market.

45



While congruction of public housing continues a arapid pace, the Turkmen government and the city of
Ashgabat redize that issues of quality are not being well-addressed. Some believe the creation of a
private or mixed development system would promote higher sandards and a more efficient housing
condruction indudtry.

8. Protection for L ow-Income Families

As noted above, housing consumption is fill highly subsidized. The government does not appear to
have given attention to rationdizing housing subsdies, for example by phasing in increased rents and
redirecting subsidies toward the lower income segments of the population. Turkmenistan's government
continues to emphasize generd measures to protect the neediest members of society from both the
effects of inflation and the short-term impact of economic reforms, and clams to provide more
generous socid programs than other republics of the former Soviet Union. Public assstance, which is
most generous for retirees, the disabled, and single mothers, is paid out through the government Pension
Fund. Turkmenigtan is consdering implementing some sort of fund to assst employees adversdy
affected during the trangtion to market economy.

D. KAZAKHSTAN

Kazakhgtan has made significant progressin privatizing its multifamily housing stock in the limited sense
of having given alarge number of households ownership of their gpartment units with fairly cleer rights
to the economic benefitsinherent in ownership of ared estate asset (to sell,lease, bequesth, etc.).
Redaively little progress has been made in actudly transferring responsibility for management and
maintenance to the owner of privatized units or in moving toward market pricing of housing services.

The recent Presdential Decree promulgating a"New Housing Policy” represents an ambitious attempt
by the government to articulate a comprehensive housing policy intended to provide the framework for
the trandtion to a private housng market—abet in a very cautious manner and in aform that ill
contains many unresolved inconsstencies and ambiguities with respect to intentions. Moreover, inthe
new Housing Ministry established by this Decree, the government has created, for the first time, an
agency empowered to develop and implement programs aimed at the housing sector as awhoale (the
utilization of the existing housing stock, housing production industry, and the system for dlocating land
and financing to the housing sector). A mgor focus of the new policy appearsto beto usethe
government's investment in housing to foster competition and the emergence of "commercid”

devel opers capable of organizing housing production in amarket system. The push to boost housing
production and the role of private firmsis tempered by afear of abuses and poor quality construction if
such activity is not carefully regulated.

Prior to issuance of the Decree, substantid progress had aready been made in selected areas of

legidation rdevant to establishing the legd basis for private markets to operate. However, despite some
embryonic activity (the beginnings of an active resdle market in the larger cities, some brokerage
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activity—mogtly on the grey market, asmadl handful of truly private maintenance and homebuilding
firms), little evidence of organized, satisticaly significant private housng market activity exigs a this
time.

1 Demogr aphics and Housing Data

a. Basic Demographics. Kazakhstan's 1992 population was estimated
at just over 17 million. The population is about 57 percent urban and 43 percent rurd. Almaty, the
capital city, had a 1992 population of 1,198,000, a 3.3 percent increase since 1990. Population
increases are atributed to net increases of births and immigration over deaths and emigration. As
emigration increases, population growth is expected to dow.

b. Housing Stock. Kazakhstan's 17 million people resdein 4.3 million
homes. The average household is gpproximately 3.5 personsin urban areas and 4.5 in rura aress.
Housing size varies from 16.7 square meters per capitain Almaty, to just under 13 square meters per
capitain the countryside. Since 1991, 70,000 new housing units have been added to the housing stock,
asubgtantia dowdown in new production from the average annud rate of over 100,000 new units from
1985 to 1990.

In 1991, when privatization wasinitiated, an estimated 64 percent of al housing in Kazakhstan was
state-supported (built and operated by ether local soviets, Sate enterprises, State minidtries, or state-
supported cooperatives) and 36 percent was privately owned. The pattern of ownership in Almaty at
that time, consdered typica of urban areas, showed less private ownership (29 percent). The remain-
ing housing in Almaty was state-supported as follows. state housing, 52 percent; Sate enterprise
housing, 12 percent; cooperative housing, 5 percent; state ministry housing and other, 2 percent.

C. Housing Need. Thewaiting list for housng in Almaty contains about
57,000 names consisting of about 40,000 families (about 12 percent of the approximately 330,000
familiesin the city); 10,000 individuas now living in hostels or other dormitory-like facilities; and 7,000
low-income families who now rent but who are digible for (and desire) free date housing. The average
time spent on the waiting list averages about 10 years. This Stuation is reportedly more or less typical
of urban areas. Inrura areas, unmet housing need is consdered less acute. It islikely that these waiting
ligts primarily reflect generationa doubling up in units, which pushes the space occupied per person
above the fairly minima government norms.

Asin the other republics, it isnot possble to trandate waiting ligt statisticsinto areliable estimate of the
actua housing shortage. For example, no information appears to be available on how many persons
may be "over-consuming” housing—i.e., occupying larger gpartments or houses than they need and
which they might voluntarily free-up for alarger family (by moving to aless expengve unit) if housing
prices moved toward market levels.
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Moreover, emigration has quadrupled in the 2 years since independence. The outflow of Russan
nationa's may relieve the need for new housing production. On the other hand, returning military
personnel will have to be accommodated. The government representatives interviewed declined to
speculate on the end result of these two countervailing forces.

Under current economic conditions, housing shortages, no matter how acute, cannot convert into
effective housng demand in the marketplace. With incomes only a small fraction of new housing costs
and no long-term mortgage financing available, virtualy no one can contemplate paying the real cost of
congtructing anew home (even with free land available). For example, in Almaty, officids estimate that
fewer than 200 new single family houses are being built annually and a portion of these are for the
foreign community. The active housing resde market provides evidence of some "mattress money"
available for families to trade up to better housing. Asan example, atypica two-room gpartment in
Almaty sdlls for $8,000-$10,000, aratio of 10 to one to average yearly income. This compareswith a
ratio of only two or threeto onein the U.S. for average home sdes. But for the vast working
population of Kazakhgtan, anew or subgtantialy refurbished home currently iswell beyond their means
and will remain so for sometime.

2. Privatization of State-Owned Housing

a. L egal Basis. Notwithstanding the principle of nationa ownership of
land, citizens are alowed to possess land for a home which can be sold or inherited. Article 23 of the
Condtitution grants citizens of Kazakhstan the right to housing. In addition, it providesthat, "The State
assgsin exercigng theright to housing by granting for use and sde dwellings from the state housing
body, and by encouraging housing construction.” Thiswould indicate that the state's obligation to
provide housing involves only a one-time transfer of available dwelling units and that it will encourage
housing congruction in the future. These principles are reflected in the laws relating to privatization of
housing, specificdly, and to land and housing, generaly.

Carrying out its condtitutiona pledge to assg citizens by granting dwellings from the state housing stock
for use and sde, Kazakhstan enacted the Law Concerning Denationdization and Privatization in June
1991. The Cabinet of Minigters of Kazakhstan adopted a resolution concerning privatization of state
housing stock in January 1992. It has been amended at least threetimes and isdluded to in the
Housing Code of the Republic. The resolution authorizes that al habitable unitsin the sate housing
stock can be privatized.

Privatization isvoluntary. Tenants of gpartments or dwelling houses who are citizens of Kazakhstan are
entitled to privatize their units, provided they obtain the written consent of al adults occupying the
dwdling unit in question. The apartment becomes the joint property of dl family membersin tenancy at
the time of privatization.
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The Housing Law of 1992 amplifies and modifies the rights to privatize housng st forth in the
Denationdization and Privatization Law. It dso providesfor joint ownership of aresidentia building
that is privatized by its tenants, codifying the basic concept of communa responsbility for commund
features of aresdentid building. Unit owners are authorized to form an association for the purposes of
maintenance and service of the jointly held areas. When such organizations are formed, they have the
right to rembursement from the owners and what is owed may be levied in a compulsory manner. In
addition it provides that a person who continues to use a unit of state housing is granted the right to
acquire other housing for ownership. Although there are some anecdotd reports of afew such
associations being formed, there is no organized process for establishing owner associations once the
mgority of the unitsin a given building have been privatized.

b. Pricing and Revenue. In addition to authorizing a high percentage of
free transfers to such groups as veterans, educators, and hedlth care workers, the resolution and the
housing law authorize payment by a voucher issued to every citizen, the amount of which depends upon
the citizen's years a work. The voucher can be used to buy an gpartment or an enterprise. The
amount of the voucher may be less than, equd to, or more than the cost of an apartment.

The sate is aso, of course, willing to take cash or to "finance" the purchase, dlowing a tenant to pay
for the unit over 10 to 15 years, depending on the circumstances. The resolution generdly describes
the cost of the unit asits depreciated "baance value," without fixing the actud price. That task is
delegated to local soviets or their agencies.

Once ahousing unit has been privetized, the rent formerly paid to the loca soviet or other Sate entity is
discontinued but a maintenance fee continues to be charged. A property tax on privatized housng was
ingtituted but at extremely low rates. Due to the number of discounts and exemptions, less than haf of
al property owners now pay the tax.

Critics of the housing privatization plan complain thet it creates inequalities. The ederly receive more
credits and, having had more time to save, can apply alarger coupon to the purchase price of their
gpartments and have funds | eft over to purchase an interest in an enterprise. 'Y oung people receive few
or no credits and have little money saved s0 they cannot afford to buy ther units. Various amendments
to the resolution seem to have done little to ameliorate the perception of inequality. The cumbersome
system for vauing gpartments also is criticized.

Responding to these criticisms, Almaty's mayor issued a decree making privatization free for al
resdents of Almaty who are citizens of Kazakhstan and who have lived in the city for 5 years. This
gopliesto state and enterprise housing. Asaresult of this and the continuing rapid inflation, the city has
reduced amost any immediate financid disncentive to privatize.

In the nascent but active real estate market in Almaty, listed prices are typicdly about $15,000 for a
two-bedroom unit, $19,000 for a three-bedroom unit, with prices varying consderably according to
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location and condition of the unit. (Average prices may be lower since less desirable units may not be
advertised.) Informd rea edtate brokers are arranging sales and financing where needed. One
government officia reported that, initialy, asking prices were substantidly higher than those quoted
above, but as redity set in (no buyers) prices began to fal. Many sdllers were said to be families
emigraing to Russa

C. Ingtitutional Framework. The Kazakhstan denationdization law
bifurcated responghbility for privatizing state-owned property. The Committee (Ministry) on State
Property was given the respongbility for the privatization of state enterprises and republicwide services
while local governments were given responsbility for privatization of communa (local) property.
Housing is characterized as commund and, therefore, is being privatized by the local governments.

Privatization of housing occurs mechanicdly. The prospective owner mugt file an gpplication with the
neighborhood authority. The gpplication is reviewed and, when gpproved, the prospective owner must
ggn atransfer agreement between the locad department of housing and the owner, which must then be
notarized. The transfer document isthe lega evidence of ownership. In cities, the transfer document
must be filed with the Bureau of Technicd Inventory (BTI), acentralized urban filing syssem.  In rurd
aress, it mugt be filed with the locadl soviet. Theoreticdly, a private citizen could have accessto BTI's
filesto verify that a person sdling the unit is the actua owner, but BTI's files gpparently have not been
legally established as public records.

d. Rights of Ownership. Therightstransferred to a tenant upon privat-
ization are broad. The owner may occupy the unit for resdential purposes, offer it to othersfor use,
giveit away, leaseit, bequeeth it, or sdl it a once. According to the 1992 resolution, a privatized unit
may be used only for resdentid purposes, dthough the housing law states that a person can usea
privatized unit for afamily busness aswell asaresdence. Both laws prohibit use of a privatized unit
exclusvey for business purposes.

Upon resde of a privatized unit, the buyer reports a saes price, usualy much lower than the actua sales
price. On thisreported price the buyer paysa 1.5 percent tax. Because such cash proceeds are not
commonly put in bank accounts, persona security is one reason for under-reporting, in addition to the
desire to reduce one's tax bill.

e. Progressto Date. Effortsto privatize state housing appear to have
met with consderable success—at least, in the sense of transferring some marketable form of title from
the government to owner-occupants. (As discussed below, little progress has been made in transferring
respongbility for maintenance and management to the new owners or in clarifying property interestsin
common aress.) In Almaty, for ingtance, fully 222,000 (71 percent) of the 312,000 housing units are
congdered to be in private ownership, including 130,000 units privatized snce 1991. In other urban
areas and in the countryside, the rate of privatization has been less dramatic. Overdl, the government
estimates that 60 percent of dl housing in Kazakhstan is now in private hands.
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It should be noted that these figures may be somewhat overstated. According to the Almaty
Department of Housing, housing till controlled by enterprises that the government considers private
(e.g., joint stock companies) is consdered "privatized." However, the Nationd Housng Ministry
suspects that the ownership of the mgority of such units hasin fact been transferred to the occupants;
evidently no hard data on the extent of such transfersis available.

An active market in resdles of homes and privatized agpartments has begun to materidize in Almaty
(many resulting from advertisements in the weekly Real Estate Gazette, which carries as many as 500
entries in some editions). However, red estate brokerage is till regarded with some suspicion, and
remains a quasi-legd, unregulated profession.

3. Maintenance and M anagement of State-Owned Housing

a. Obligations of Owner ship. Under the law, owners are required to
maintain their units and contribute to the maintenance of common aress. In practice, however, virtualy
al private owners continue to pay the city for maintenance services and, in effect, are treated the same
as the tenants of un-privatized, state-owned units.

The housing law appearsto convey to gpartment owners joint ownership of common aress, dbeit in
imperfect form.  While the state housing maintenance, repair, and construction organi zations that
performed the work prior to privatization still operate, the laws expresdy authorize ownersto form
associations or owners cooperatives for maintenance. Owners of gpartmentsin completely privatized
buildings have the right to independently choose an organization to service thair buildings. They may
pick from state groups, cooperatives, private firms, and other business entities. Utility costs, heavily
subsdized by the state, continue to be the respongbility of the owner.

The lega framework for such associations of gpartment-unit owners, and for private gpartment building
mai ntenance companies, presumably exists under the Kazakhstani version of the Law on Enterprises
adopted in other former Soviet Republics. ICMA is currently assisting the government in preparing a
condominium law, which would clearly spell out owner rights and responsibilities in commonly owned
buildings, and provide basic consumer protections. Assstance is aso being given in providing mode
charters and bylaws for condominium, and homeowners associations and mode contract documents
for contracting out property maintenance and management.

b. Operating Costs. Before independence, the "rent” for state housing
was merdly atoken amount, less than $1 amonth in Almaty. Repairsto individua units were provided
for anominal fee, but service was reportedly often poor. A heavily subsidized (66 percent) monthly fee
covered maintenance and repairs for communa spaces. In theory, while the city provided maintenance
for dl state housing, government maintenance programs have aways lacked the financid resourcesto
pay qudified and competent staff. In fact, resdents more often than not paid additiona fees directly to
individua workmen for cgpable and timely maintenance.
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The communad services fee continues to be charged and rates do not vary even if the building is
privately owned or if a private service agreement has been signed. Utility costs, dso heavily subsidized
by the gtate, continue to be the responsibility of the occupant.

While responsihility for gpartment maintenance has reverted officialy to the owner and property taxes
have been imposed, the redlity of what it costs to maintain a privatized gpartment that was formerly
gate housing has changed little. Housing maintenance was ardatively smdl expense before
privatization and Hill is; food, clothing, and transportation costs are the magjor household expenses, with
perhaps as little as 5 percent of the budget going toward housing occupancy costs.

The government continues to congder ways to relieve the financid burden of communa maintenance
costs and utility subsidies, but to date little progress has been made. The government has said it would
like to stop providing communad maintenance in 1995. The new property tax has brought in little
revenue. Utility rates have been alowed to rise somewhat but are till far below market rate.

One positive result of poor government maintenance service is that tenants have developed their own
informa networks and smal businesses are beginning to find new opportunities. Thus the seeds have
been indirectly sown for the crestion of an active market for private maintenance services. These smdll
businesses gppear particularly skillful at obtaining needed spare parts and other maintenance supplies,
such aslight bulbs, paint, dectrica wiring, and cement. Service ddivery timeis aso improved.

4, Property Registration and Valuation

A publicly accessible, accurate, centralized and complete system for recording interestsin rea property
and buildingsis an essentid ingredient of a smoothly functioning housing and red estate market. Earlier
thisyear, an ICMA consultant studied the title registration and land cadastre in Kazakhstan and
concluded that much of the ingtitutiona capability and data needed to create workable fiscd and legd
cadadtre and atitling process for housing are, in principle, dready in place. However, much of this
cagpahility is fragmented among different bureaucratic entities.

The BTI, formerly anationd structure but recently decentraized into independent municipa agendies, is
responsible for "record—keeping of physical characteristics and value of dl residentia and public
buildings and apartments, and for the inventory and vauation of any other housing etates (including
enterprises).” BTI aso kegps records of current and historical ownership for al resdentia property.
The ownership information supplied by the Department of Housing, which handles the privatization
program, is computerized by BTI; the physical descriptions and, consequently, the valuation of property
is not yet computerized or matched to ownership.

The regidration system gppears to have functioned fairly efficiently in repect to recording the initid
privatization of units. However, by some anecdota reports, city officias responsible for registering
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transfers by sae from one private owner to another will question the transaction—for example, does
the purchaser really "need" an gpartment with three bedrooms.

Complicating the property information picture is the fact that land lease recording and mapping, land-
use regulation, and land alocation transactions are handled by the local architect-planning departments
(GlavAPU). GlavAPU keeps parce records and registers land dlocation, including information on
parce identity, when and to whom the land was dlocated, and the administrative decison registry
number. (Much of this materid, other than maps, has been at least partidly stored in computerized
form.)

Complicating matters further, property taxes are assessed and collected by afederd agency, the State
Tax Ingpectorate of Kazakhstan, part of the Nationd Ministry of Finance, whose files are not yet
computerized.

The ICMA study recommended further development of the legal framework for market-oriented legal
and fiscd cadadtre; consolidation of functions particularly in respect to the titling of land, gpartments,
and other categories of red property; and linkages between the information systems maintained for
titling, valuation, and property tax assessment purposes.

5. Land Privatization and Tenure | ssues

a. Legal Basis. Kazakhgtan's condtitution, its laws relating to privat-
izetion of state-owned enterprises, privatization of housing, formation of enterprises, and ownership of
property mark the shift from communism to a more open political and economic sysem. They area
good foundation for further change and growth. Nevertheess, Kazakhstan's laws and procedures
relating to land tenure and land use do not reflect asmilarly progressive atitude toward speculative regl
estate devel opment.

The Condtitution of Kazakhgtan, adopted in summer 1993, expresses the country's fundamentd vaues
regarding land, private property, and housing. In essence, the republic ownsthe land. The Congtitution
dates. "Theland, its depths, waters, vegetable and anima worlds and al other natura resources are
within the exclusive ownership of the Republic.” This principle of nationd land ownership derives as
much from the Kazakhstani deep-seated connection to the land asit does from Soviet influence.

The Congtitution authorizes and recognizes the right to private property in three forms: private,
collective, and state property. It declares all private property as “inviolable” An owner may possess,
use, and transfer his property at his own discretion, subject to the rights of others and the protection of
the environment. No one can be deprived of property except by court decison. Confiscation "in the
public interest” must include appropriate compensation and reimbursement of losses. (In practice, this
islimited to providing an dternative living unit, with congderations of function, convenience, and vaue
far secondary.)
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The Condtitution mandates that dl land belongs to the state. The Land Code, enacted before the
Condtitution and neither repealed, superseded, nor modified by the Congtitution in any relevant respect,
authorizes certain land tenures short of ownership. The five modes of authorized tenure are: hereditary
life tenure, permanent use, temporary use, leasehold, and indefinite occupancy.

As described in the Land Code, these forms of tenure mostly relate to rura uses, such as vegetable
gardening, agriculture, and cattle grazing. None of them expresdy relates to such urban uses as offices,
gores, multifamily dwellings, or factories. In al instances, however, ongsinterest inthe land istied to a
designated use. Failure to use the land in accordance to the stated purpose can be abasis for losing
accesstoit. Thus, thereisno privatization of land, per se.

Hereditary life tenure is the form closest to fee ownership, at least for non-corporate bodies. Indeed,
thisform of tenureis sometimes trandated as "ownership.” Hereditary life tenure affords the right to
occupy land and useit for life, congtruct a building on it, farm it and sdll the crops, and passit on to
heirs. The Law on Ownership aso seemsto alow hereditary life tenure to be transferred to a third
party by lease or sdle.

When hereditary life tenure is transferred to an heir, which seemsto be defined in the Housing Code as
anyone chosen by the landholder, ownership as we know it in the structure constructed on the property
or in the vegetation grown on the land, dong with the right to occupy the property for life, isaso trans-
ferred. Presumably, if one dies without heirs, the property will revert to the state. At least 5 years of
resdency in the Republic is a prerequisite for obtaining hereditary life tenure.

The Land Code stipulates two other long-term forms of tenure with the following provisons:

# "Permanent ownership”'—available to collective farms, cooperatives, public enterprises, certain
ingtitutions, and religious associations. The Land Code does not expand on the meaning of
permanent ownership. Since the adoption of the Law on Property, it would seem that thistype
of tenure could be transferred, in which case permanent ownership would resemble along-term
lease with aright of assgnment.

# "Permanent use'—available to citizens, juridica persons, joint ventures, and foreign citizens.
Where land has been used with no formal agreement regarding the term, the Land Code
recognizes the tenancy as a permanent use. The permitted uses are the same as for hereditary
life tenure.



The Land Code dso outlines three forms of temporary tenure, analogous to our short-term leaseholds:

# "Short-term temporary use," defined as 3 years,
# "Long-term temporary use," defined as 10 years, and
# "Long-term agricultura or livestock temporary use,” defined as 25 years.

The terms of any temporary-use period may be extended at the discretion of the loca governmental
authority. In temporary-use Stuations, terms are automatically renewable for the same term and under
the same conditions unless otherwise stated in the lease.

The code's authorization of hereditary life tenure and permanent use can be used as a starting point for
private home development and entrepreneuria residentia real estate congtruction. Nevertheless, asa
foundation for resdentia development, the code is Sgnificantly flawed. Itslack of definition of each of
the forms of tenure creates a potentialy untenable legal Stuation for investors. Kazakhstan attempted to
remedy this Stuation with the adoption of aLaw on Leasing, but, unfortunately, that law was repeded
in1993. Itsliberd land transfer policies were viewed as a danger to the country's hold on a vauable
resource.

The Land Code is flawed in other respects. Its focus on rurd land uses makes applications to urban or
suburban development awvkward. 1ts redtrictions on use preclude congtruction of multiple dwellings and
congtruction on a speculative basis. 1ts requirement that dl plots be obtained through a discretionary
process inhibits entrepreneurid activity. Theinahility to convey unimproved land aso would limit
certain forms of development (for example, subdivision infrastructure development without individud
home congtruction may be precluded). Findly, its subordination to other laws that grant the
government the power of confiscation makesits use for entrepreneurid activity risky. While individuds
may be able to manipulate the system for entrepreneuria purposes, the laws are not set up to facilitate
it.

The power of the state to dlocate land is exercised through the governmenta authorities (soviets) with
respect to property within their jurisdiction. To facilitate the loca soviets use of these new forms of
tenure, the Cabinet of Ministers adopted regulations and aform of contract to be entered into by the
soviet and the lessee. The regulations specify responsibility for negotiating the contract, the formal
requirements for the contract (Size and color of paper, type of cover, number of copies), and place and
method of regigration. The contract form includes a description of the property (by reference to aland
plan), the use permitted, the term, the fee, the rights and duties of the temporary land user or tenant
(induding environmentaly safe techniques), the rights and duties of the locd authority, and the
mechaniam for resolving disputes.

b. Current Practice. Usng theinditutiond framework provided by
privatization, an entrepreneur can petition the State Property Committee (for property in Almaty) or the
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locd soviet for permission to use aplot of land in the respective agency'sjurisdiction. Each such
transaction is negotiated; there are no standardized procedures or fees.

Within that context, decisions regarding land alocation for congtruction are based on the mandates of
the locd master plan, which is developed by aloca planning indtitute on contract to the Chief Architect
and gpproved by the executive committee of the City Council.

According to the Deputy Chief Architect of Almaty, the process of land dlocation in Kazekhgtan is
largely unchanged from the pre-privatization system. Various city agencies are represented on asite
selection committee, which reviews the project to determine if the requested Site is gppropriate for the
use proposed. If more than one acceptable project has petitioned for the same Site, the politica
process would rule, which isto say that ultimately the mayor and his executive committee would decide.
The criteriafor decison making are neither fixed nor public, but clearly certain factors outweigh others.
For example, to induce foreign investment, joint venture projects would appear to have priority.

The Deputy Chief Architect of Almaty claimed that the approva process takes, on average, 1 month,
regardless of the type of venture—state construction enterprise, joint venture, or individual entrepre-
neur—provided the devel oper has the required papersin order. More time is needed when problems
surface, such as variances with land planning or building code regulations, multiple requests for the same
parce of land (not unusua, especidly for prime land in the downtown areq), or failure to negotiate
"fees’ in atimely fashion.

The city is preparing to ingtitute an exact land price in lieu of negotiated fees, expected to Sart a 25
million rubles per hectare (about $3,800 per acre) and go up to 100 million rubles per hectare for prime
downtown land ($15,000 per acre). The new pricing system is expected to reduce disputes by
potentia developers who apply for what is now free land.

Typica current land leasesin Almaty are for amaximum of 99 years with an option to renew, aright of
inheritance, and aright of transfer, according to the Deputy Chief Architect. He clamsthat land tenure
is separate from land usein that if the use changes, land tenure is not automaticaly lost. He added,
however, that the city must be notified of potentid changesin land use. Failure to do so could
jeopardize tenure.

C. Land-Use Planning. Newly recondtituted as ajoint stock company
wholly owned by the city, the Almaty GenPlan is responsible for developing the city's Magter Plan. Its
director noted that athough Kazakhstani law governs the development and modification of planning
activity, in fact, the sandards are essentidly unchanged from Soviet law. Changes both to the process
and the standards employed are being discussed at the national level as part of the Housing Ministry's
implementation of the Presdent's New Housing Policy. For now, planners are still concerned with
micro-regions, and with land planning theory that cals for precise regulation of the Sze, shape, orienta
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tion, use, and servicing of each individua structure in accordance with precepts of housing patterns
unchanged since the 1960s.

During the current dowdown in housing production, Almaty GenPlan has kept busy trying to plan for
new prototypes and has worked with certain private (joint stock or joint venture) enterprises to study
future development patterns. The agency has not yet begun to serioudy consider moving to American-
style zoning, however, or other more genera types of regulatory control, even though the director is
aware that these systems are more flexible tools for land-use regulation and thus more gppropriate for a
system moving toward reliance on private land development to meet its needs for housing and
industrial/commercid space.

At the nationd leve, the new Housing Minidiry views the re-orientation of the land-use planning process
toward a market system and the cregtion of an appropriate land use regulatory system as part of its
mandate. Thistask has recently begun to receive attention at the top of the Ministry.

6. Housing Finance

To date, multifamily congtruction, with the exception of asmal amount of cooperative housing, has
been financed and constructed by the government and State enterprises. Cooperative housing relied on
heavily subsidized, government loans (up to 30 years with interest rates of less than 5 percent) to
cooperative members.

Financing for private home congtruction or purchase has been conducted largely outside the formd
financid sector, utilizing persond savings and loans from relatives and friends. Mogt transactions are
conducted in dollars rather than the loca currency.

The only formd, financid sector housing credit is provided through the Kazakhstan Savings Bank
(KSB), with over 3,000 branches throughout the country. A 1987 decree authorized the bank to make
housing loansto individuds for 30 years a afixed rate of 2 percent in rural areas and 3 percent in
urban centers. These programs were restructured by a 1991 decree to provide interest-free, 30-year
loans for single family home congtruction. As of October 31, 1993, the KSB had over $28 million
tenge (gpproximatey $US 4 to 5 million) in housing loans outstanding, mostly for single family
congtruction and renovation. On average, cellings on the loan amount have limited the loan amount to
about 10 percent of cos—far too little to induce much housing construction that would not otherwise
occur.

The government is supposed to pay KSB an interest subsidy to make up the difference between the
rate paid by borrowers and a Finance Ministry determined "market rate.” This"market rate’ has been
far too low (about 28 percent) to make this form of lending a viable business for KSB; moreover, the
government failed to make its third-quarter 1993 payment.
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The Presidentiad Decree on a new housing policy for Kazakhstan mandates establishing a new,
specidized housing finance inditution, the State Housing Congtruction Bank (SHCB) to perform three
functions. housing congruction lending, long-term mortgege lending, and establishing afunds
mobilization system for housing. The Presidentia Decree directs the SHCB to enter into an agency
agreement with the KSB to provide mortgage loan origination and servicing on its behaf.

The underlying purpose of the decree's housing finance provisions seems to be to divert government
credits for housing into new programs that would encourage the production of housing on a competitive
bass, the emergence of "commercid” developers of residentia properties as an established profession,
and the development of banking skills and capabilities to provide housing finance on a secured,
busnesdike basis. The decreg's expectation is that the Bank's operations would be privatized over the
near term. Although the basic concepts hold some promise of contributing to the overal housing reform
process, the SHCB could result in perpetuating old problemsiif its implementation does not clearly
separate out functions related to delivering housing subsidies from the performance of banking

functions.

Since the time the fieldwork for this study was completed, ICMA has learned of aternative proposas
that would establish the new Housing Bank within an existing commercia bank (Turan Bank). The
housing finance system, the status of the SHCB's implementation, and the it poses for technica
assigtance are detailed more fully in aforthcoming report prepared by Elaine Weiss, who visited Almaty
in December as an ICMA consultant.

The government has made some movement toward providing alegd framework for mortgage finance
(lending that is secured by pledges of red property interests). Kazakhstan has aready adopted aLaw
on Pledge primarily intended to govern pledges of moveable objects. Although thislaw servesasa
point of departure for congtruction and long-term lending collaterdized with redl property, it requires
subgtantia revison and amplification (or a new and separate law) to function as an adequate legd basis
for amarket-oriented, housing mortgage finance system. An ICMA advisor has helped the government
draft a proposed Law on Mortgages, which counterparts hope to enact in the first half of 1995.

7. New Housing Production

a. New Resdential Construction. Privatization of exiging housngisa
logicd firg step toward establishing a fully functioning housing market, but it must be followed by
attention to cresting an effective capability in the private sector to produce housing that is affordable by
aggnificant portion of the population. This requires alegd and inditutiona environment conducive to
individua home condruction and competitive, entrepreneuriad congtruction of single and multifamily
dwellings. Characterigtics of such amarket environment include private ownership of land and other
forms of land tenure that are secure, lengthy, and dienable; the right to use red property for
entrepreneurid purposes, permission for private enterprises to congtruct single and multifamily dwellings

58



on anon-gpeculative or speculaive bas's, financing arrangements that encourage investmentsin red
edtate development; and transparent, fair governmenta procedures that regulate devel opment.

Today, only some of these characteristics exist in Kazakhstan. 1n large part, aworkable lega
framework isin place to support the development of individua (non-speculative) housng—either on a
custom basis by small homebuilders or by the prospective owner-occupant himself. In respect to
entrepreneurid housing congtruction (sngle or multifamily dwellings) on a speculative bass alegd
framework of sorts can probably be patched together for use on an ad hoc basis. The current laws and
procedures, however, gppear to contain significant omissons, inconsstencies, and ambiguities, a
thoroughgoing review and modification are needed to creste an adequate legd environment for
entrepreneurial housing development and a smoothly functioning red estate market.

As mentioned above, the President's Decree on a New Housing Policy ("Decree") envisages using
congtruction and mortgage loans available through the proposed Housing Bank to encourage the
growth of private firms (including "privatized" state congruction enterprises cgpable of performing the
functions of acommercia developer in aprivate housing market). It aso introduces the principle and
objective that everyone should pay for their housing. The Decree dso empowers the new Housing
Ministry to set the rules for licensing and regulating various classes of red estate professonds, and to
put in place a more market-oriented system of building code regulation and enforcement.

At the same time, the Decree contains some contradictory e ements that would perpetuate housing
subsidies and preferences for various classes of citizens and that could be interpreted as favoring " date”
developers. Whether implementation of the decree in practice will be designed and carried out in a
manner that begins to shift production from government to private entities remains to be seen.

b. Individual Housing Congtruction. Within the legd framework, an
individud or afamily can obtain a grant of tenure (in one among severd different, available forms) to a
plot on which to build ahome. When read in conjunction with the Law on Property, this tenure could
provide a homebuilder with an interest in the land and building in many respects tantamount to our fee
smple ownership in the Western sense.

A recently proposed law that underscores Kazakhstan's intent to foster sngle family construction
mandates that every citizen has the right to alot with adequate infragtructure for ahome; Szeis not
specified and would be determined by the local soviet. The law assumes that owners will either build
their own homes or contract to have them built on individud lots for their own use. Provided minimum
hedlth and building congtruction sandards are met, the law dlows for freedom of design.

Individuas would be granted hereditary life tenure to such land, but, inexplicably, not until after the

house is congtructed. Homeowners would be accorded property rights, including the right to sell or
lease the house and, it seems, protection against government confiscation of the property.
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On the outskirts of Almaty and Karaganda, one can find examples of fairly sizable devel opments of
single family homes, in most cases built or being built by the owners. Although many of these houses
aefarly subgantid, the overdl qudity of dte planning and devel opment gppears uncoordinated and is
well below Western subdivision standards. 1n many respects, these deficiencies (e.g., haphazard
grading) appear more atributable to lack of experience with and exposure to high-qudity ste
development than to economic congraints.

C. Entrepreneurial Resdential Construction. The government in
Kazakhgtan does not intend to withdraw completely from the housing construction business. Rather, it
intends to continue development and implementation of state housing congtruction within the framework
of aliberdized economic environment that allows for private red estate construction. To adegree, the
Land Code, Leasing Law on Enterprises, and the Law on Property can probably be interpreted to
provide an ad hoc (dbeit, highly imperfect) legd framework for new entrepreneuria (oeculative)
residential congtruction.

Privatization of state-owned construction enterprises has begun in Kazakhstan in the sense that many
such enterprises have been converted to "joint-stock companies,” at least on paper. Despite the
demondtrated entrepreneuria ability in some instances to find new sources of business, it is likely that
virtudly al of these companies remain dependent to some degree on privileged access to state
condruction work for their surviva, and in some instances may il receive direct government help in
mesting their payralls. One continuing barrier to the start-up of new firmsis the punitive tax
structure—37 percent wage tax paid by the employer, income taxes paid by the worker, profits taxes,
etc.

In dl mgor cities there are reportedly a number of smdl, private start-up firms engaged in resdentia
congtruction and renovation, mostly on a custom, "build-to-suit" basis, and primarily on land aready
controlled by the purchaser. In fewer instances, the builder develops build-to-suit homes on land which
he/sheinitidly contrals, and in fewer ingances ill may have built afew units on a purdy speculaive
bass Noneof thisactivity is satidicdly sgnificant.

A draft law on city architecture may offer the opportunity to move the legd bass for routine land use
and dlocation in urban centers toward a system conducive to private markets. It outlinesthe
responghilities and rights of the various participants in the development process, such as architects,
builders, consumers, citizens (to participate in the planning process), and the State Committee on
Architecture and Congruction. The evolution of the draft will be interesting to follow and may offer
some opportunity for significant Western technical assistance.

d. Current Production. Astypified by Almaty, new housing production
in Kazakhgtan has come to avirtua standdtill, despite significant, unmet needs. In Almaty, 1993
housing construction may tota as few as 500 units, down from 5,000 to 10,000 per year prior to the
breakup of the Soviet Union. Annud housing production in Kazakhstan as a whole pegked at over
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130,000 unitsin 1988; by 1992 the totdl had fallen to under 30,000. Public financing of construction
has dwindled due to the financid crisis squeezing the nationa government, which funded the huge,
housing expansion program of the 1980s. Restoration of new housing congtruction on ascale
gpproaching 1982 leves based on private financing remains a distant prospect due to the low earning
power of the Kazakhstani workforce and persstent, triple-digit inflation.

e. New Emphasison L ow-Density, Residential Development.
Nationa housing policy advocates a shift to lower-density residentia development away from the high-
rise projects that characterized the Soviet era. This policy appears to be motivated by culturd prefer-
ences, confidence that land scarcity is not a problem in Kazakhstan, and the hope that emphasizing
low-dengty (single family, townhouse) development, possbly incorporating “technologica innovations'
from the West, can help to lower congtruction costs and make housing more affordable. (It iseasier for
smdl, genuingdy private development and congtruction firms to undertake low-rise rather than high-rise
resdentia projects) This does not appear to have been an important factor in government thinking.
However, in terms of a recommended agenda for housing reform, this lower " cost-of-entry” does argue
for at least making sure that reasonable access to land for low-density development is available to
homebuilders on a nondiscriminatory basis. There does not gppear to have been much andysis of the
trade-offs in efficiency and environmental impact factors as the cities move away from higher dengty
resdentid forms.

At the Almaty city levd, the chief engineer for Almaty Project Design Indtitute, which has designed
much of the capitd city, confirms that the city's plans for future resdentia development incorporate
extendve low-dengty, subdivison style development. Detailed plans exist for a series of micro-regions
(neighborhoods) outside the built-up area of Almaty with atarget population of about 100,000 each.
The planned residentid density for these micro-regions is between 10 to 15 units per hectare (5to 7
units per acre). Thisis comparable to mid-densty American suburban modes and far less than typical
dengties in mgor urban areas, which can reach 20 to 50 units per acre.

Aswas noted earlier, some smdl-scae speculative housing projects (built by investors to be sold after
construction on the open market) have been built in Almaty in the last 2 years. Since no research, such
as American-style market research, was conducted in planning the projects, the results reflect little
innovation in design or movement toward more differentiated housing products. For the most part,
standard designs have been recycled.

8. Protection for L ow-Income Families
The Presdent's "New Housing Policy,” as embodied in the recent Presidentid Decree, conditions
further housing rent increases on establishment of a nationa housing alowance program to protect the

poorest portion of the population who cannot not afford to pay the full cost of necessary housing
sarvices. Thispolicy declaration agppears to have originated in large part through participation of senior
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housing officids in USAID-sponsored training events. The housing dlowance palicy is to be developed
jointly by the Housing Minigtry, the Ministry of Socid Protection, and the Ministry of Finance.

Officidsin the Almaty Department of Housing indicate that though the Stated nationa god isto privatize
al housing by the end of 1994, perhaps as much as 15 percent of the housing unitsin the city will have
to remain as sate provided, state maintained housing. This stock would be targeted for lower income
families who would continue to receive housing a a highly subsidized rate.

There ill remains a need for the government to andyze the flow of subsidiesinto the housing sector,

and to adopt policies that rationalize subsidies in away that reinforces private markets and consistently
targets subsidies to the neediest.
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V. A TECHNICAL ASSISTANCE PROGRAM FOR THE CENTRAL AS AN REPUB-

LICS

This concluding section of the report:

# first, sets forth a comprehensive framework for assessing technica assistance priorities,

# then recommendsiinitid technical assstance priorities should AID choose to extend the Housing
Sector Reform program from Kazakhstan to one or more of the Centra Asian Republics.

A. ELEMENTSOF A COMPREHENSIVE PROGRAM OF HOUSING
SECTOR REFORM

Based on AID/G/DG/H experience in Eastern Europe and republics of the former Soviet Union, a
comprehengve program to transform the housing sector of a command economy to one that fully
embodies private market principles necesstates awide range of initiatives. These can usefully be
grouped within three broadly defined agendas, asfollows:

1. The Trandtion to Private Marketsfor the Allocation and M aintenance
of Existing Housing

a

The gradud increase of rents and charges for maintenance and commu-
nal services toward market levels.

Housing alowances to help make the increase to market prices for
housing services paliticaly acceptable, to provide a"safety net” for
those who cannot afford to pay the full cost of housing services, and to
generdly rationdize housng subsdiesin aform that utilizes the market
to dlocate housng more efficiently.

The privatization of housing maintenance services and improvement in
maintenance qudty.

The continued privatization of housng and formation of homeowner
associations (such as condominiumes) to provide alegd basis for the
ownership of common aress, and to give legd and financia re-
sponsibility for building management to the owners of private
apartments.
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Clarification of property rights and improved systems for property
regigtration.

The development of the information systems necessary for the
operation of private markets, including:

market-oriented legd cadastra (property titling) and fiscal cadastral
systems;

other organized sources of information on market transactions (such as
multiple-lising services); and

regulated red estate brokerage and appraisal professions needed to
provide information to the marketplace.

The Trangtion to a System of Land Allocation and Housing Production
That Provides New Housing at Affordable Prices Through the Private

M ar ket

a The privatization of state congtruction enterprises.

b. Introduction of competitive bidding for government construction pro-
jects.

C. Stepsto end the preferentia access to building materials.

d. Urban land reform to clarify and expand land tenure rights and make
building Stesreadily available through auctions and other competitive
processes to private individuas, smal home builders, and firms ready to
inves in new housing.

e Reform of the city planning process and introduction of new forms of
land-use regulation that give flexibility to private developers, but ill
protect the public interest.

f. Improvement of building codes and standards to regulate private con-
druction.

o] Introduction of an ad valorem red property tax system (i.e., one based

on market value assessments) and other revenue sourcesto help
finance infrastructure and government services, overdl municipa
finance reform to support capital budgeting, and the introduction of
debt-financing concepts for capita projects.
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Measures to shift subsidies for affordable housing to the demand side
and away from the supply side (i.e., to consumers and away from
producers), in order to encourage respons veness to consumer
preferences and permit accurate accounting of production costs.

The Creation of Housing and Infrastructur e Finance Systems That Can
Attract Private Savings Into Loansfor Both Construction and the L ong-
Term Ownership of Housing on a Sound Business Basis

a

Introduction of new and recongtituted primary lending ingtitutions—both
congtruction lenders and mortgage banks.

Open access to congruction financing for private firmson afar and
competitive basis.

The introduction of savings and mortgage instruments that can work in
an inflationary economy.

The creation of secondary mortgage markets to provide liquidity for
banks.

The separation of housing subsidies from financid credit.

Possble trangtiond role for government in providing loan guarantees
until sufficient market experience to document actuarid risks.

Laws to support lending secured by red property and regulations to
protect borrowers.

It is hoped that over the life of afully-funded program of technical assistance for housing sector reform,
assstance could be ddivered that would contribute to meaningful resultsin mog, if not al, of the areas
listed above. Asarule, basic policy development and legd/indtitutiona reform topics would be
addressed at the republic level with pardld "hands-on" demongtration programs implemented in capita
cities. Attention would also be given to republic level dtrategies for replicating these demongrationsin
other cities as appropriate.

RECOMMENDED INITIAL PRIORITIESFOR TECHNICAL
ASSISTANCE
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The technicd assstance priorities identified below generaly reflect the technical assstance srategy
dready in place in Kazakhgtan, and, with minor cavests, should serve as a reasonable point of
departure for initiating housing reform programsin the other Centrd Asian Republics.

The formulation of adetailed technicd assstance strategy for housing sector reform should be governed
by the recognition that:

#

The most essentia immediate task in housing sector reform (and perhaps the most difficult and
problematic) isto move toward market pricing for housng services (maintenance, utilities, etc.).
This requires some effective combination of raising rents and other fees for remaining tenants
and, for privatized units, shifting the financid responghilities of ownership onto the occupants, at
least to the extent that they can afford it.

Indl four republics (with the possible exception of Turkmenistan), progressin this area appears
to be a paramount concern to both the republic and city officids, since the burden of main-
taining virtudly the nation's entire multifamily housing stock is perhgps the most insupportable
burden of local government. More important for the reform agenda, achieving real market
pricing is an essentia precondition for atracting private investors into the management of
existing rental properties and into the development of new homes, whether for sde or for lease.

The overdl dire condition of the economy as awhole will severely congrain the growth of new
housing production through the operations of the private market. In particular, real incomes
mugt rise Sgnificantly before there is sufficient effective demand for housng—aufficient to attract
and support sgnificant entrepreneuria activity and in turn trigger a significant demand for
market-rate congtruction and mortgage financing.

Discussonswith officidsin dl four republics reveded a sncere interest in assstance in housing sector
reform. In structuring any technica assistance in the sector, it is worth noting that:

#

Officidsin dl four countries are eager for assstance in helping to put in place the overal legd
framework for private housing red estate and financing markets and recognize that thisis an
areawhere progress can be made in anticipation of improved economic conditions.

City officidsin Bishkek and Tashkent gppear to place first priority on receiving help in dedling
with the fiscdl burden of maintaining the multifamily housng—in terms of privetizing
maintenance, raising rents, and shifting respongbilities to owner-occupants. Experience to date
suggests that help in bidding out for private maintenance services is the mogt practica sarting
point in responding to this need.

Given these redlities, near-term technica assstance should give firgt priority to reforms directed at the
exiging housng stock and bringing market forces into play in its dlocation and maintenance. Here

66



assistance would be timely in respect to both overdl policy and law, and in respect to implementing
operable programs and demondtrations at the local levdl.

In respect to assstance in the housing production and housing finance arenas, the immediate achievable
tasks would center on creeting the legd and indtitutiona environment in which progress in terms of the
actuad ddivery of new and affordable housing can be expected to materidize as overal economic
conditionsimprove.

Basad on these congderations, and discussions with republic and city officids, our prdiminary
recommendations for prioritizing technical assstance initidly would suggest that expert help be provided
in

# Completing the initid housing privatization process, focusng on condominium formation and the
privatization of housng maintenance

# Re-targeting housing subsdiesin the form of consumer-oriented housing dlowancesto facilitate
the trangtion to market prices for housing services and generd assstance in rationdizing hous-
ing subsidies

# Defining a comprehengive legd and inditutiona framework for private housing and land
markets, and an agreed, prioritized agenda for the formulation of specific laws and policies (see
below)

# Introducing market-oriented redl property titling systems and va uation concepts, coupled with
training in red property apprasa

# Introducing a transparent and competitive land dlocation system to atract private investment in
housing on apilot bass

# Providing initid policy and lega guidance in housing finance reform, including establishing the
legd bassfor collateralized mortgage lending. (Consderation of intendve assstance in actudly
edtablishing housing finance ingtitutions should be deferred unlessit surfaces as an urgent
government priority and then supported only after detailled confirmation that government
intentions are congstent with the reform agenda.)

If the program expands on aregiond basis, congderation should be given to recruiting regiona advisers
with complementary expertise (e.g., legal, housing economicsin respect to nationa policy, property
management, municipa finance, red estate appraisd, red estate development, and land-use planning for
private investment on aloca leve to demonstrate practica approaches). Each adviser could then be
encouraged to spend a certain percentage of time transferring the results of his’her work to neighboring
republics and helping to support training on aregiond bass
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C. A COMMON LEGAL AGENDA FOR HOUSING PRIVATIZATION AND
REAL ESTATE DEVELOPMENT

The lega framework for ownership of privatized housing and for rea estate development in each of the
Centrd Asian Republics of the former Soviet Union needs further reform to promote a market orienta-
tion in the housing sector. Notwithstanding the adoption of the laws rdating to privatization of Sate-
owned housing and enterprises and their implementation, in varying degrees, since independence, the
overdl legd framework of the housing sector has not changed dramaticaly in Kazakhstan, Kyrgyzstan,
Uzbekigtan, and Turkmenistan. Laws guaranteeing private ownership of persond property and income
have been introduced. Y et the types of private legd interestsin land, the role of government in land
alocation, and government control of land use remain ostensbly unchanged.

The god of atechnica assstance program in lega reform of the housing sector isto help create the
foundation for ared estate market. A Srategy for technica assstance in this sector should target five
aress. clarification and expanson of interests in land, governance of land and red property
transactions, facilitation of entrepreneurid real estate development, reduction of government control of
land dlocation and land use, and support of private home and apartment ownership. Although
expressed here as digtinct topics, in redity, the five topics are interrelated and should be considered
holigicaly.

1. Clarification of Land Interests

The purpose of technica assistance with respect to darification and expansion of interestsin land isto
facilitate the introduction into the law of land tenures that are understandable, secure, lengthy, and
dienable. Thelaws should be consstent and clear. They should articulate who may own land, the
permissible forms of land ownership, the rights and obligations of landowners, and the conditions and
circumgtances under which the government may exercise eminent domain and condemnation. The laws
should provide terms of the tenure that are long enough to support invessment. The laws should Sate
clearly the rights of the ownersto dienate their land, by alease, mortgage, or sdle. The rdationship
between an enterprise and the land upon which it Sits dso needs to be defined in many cases.

2. Governance of Real Property Transactions

The purpose of technical ass stance with respect to laws and regulations governing red property
transactions isto etablish efficient and smoothly functioning procedures for the transfer of legd interests
in land and buildings in transactions between the public and the private sector, and between private
parties. Legd reforms needed in this area include the ingtitution of cadastre systems, the adoption of
uniform standards for recordation and the public availability of information regarding title, and the
adoption of laws regarding red estate contracts (including a statute of frauds) and other consumer
protection matters.
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3. Entrepreneurial Real Estate Development

The purpose of technical assistance with respect to laws regulating entrepreneurid red estate
development isto create the basis for a private resdentid (multifamily) red estate development market.
Legd reforms are necessary in adiverse group of laws to accomplish thisgod. Increasngly, itis
feasible for private parties to enter the rea estate market as contractors who build under contract for
the end user. But there are virtually no loca entrepreneurs who build speculatively. A magor reason for
thisisthe absence of financing. In addition, the laws are not readily interpreted to dlow for such
activity; crimind laws may even prohibit speculation. Accordingly, the new enterprise laws must be
reviewed, and perhaps revised, to ensure that entrepreneuria red estate development is permitted. The
enterprises must have accessto land for speculative development purposes. Red estate construction
financing must be feasible—the banking and mortgage lending laws need revision to dlow for secured
financing. Finaly, the laws should dlow for red estate brokerage and other marketing mechanisms,

4, Government Regulation of Land Allocation and Land Use

The purpose of legd reform in the area of land dlocation and land use is to minimize government
control of the market. Short of amassive land privatization scheme, there are mechanisms that can be
indtituted to minimize the government'srole in the market. Land alocation for angle family homes or
entrepreneuria activity can be done accordingly to published, objective standards. The procedures
followed can be made transparent, i.e., visble and judicidly reviewable. Public participation in land-
use decisions can be encouraged. Auctions, requests for proposals, and competitive bidding
opportunities can be offered to bring new developersinto the market. All of these issues could be
addressed in alegal reform package. Market-oriented land use regulations (e.g., zoning, subdivison
law) could be addressed at a subsequent stage.

5. Home and Apartment Owner ship

The purposes of technica assistance to support private home and apartment ownership are 1) to clarify
the rights of apartment and homeowners with respect to dienation of their gpartments or homes with
lots, and 2) to extricate the government from privatized housing. These gods could be achieved by
consolidating and revising the laws regarding home ownership and tenure, in the first instance, and by
deveoping more fully the individua and commund rights and obligations of owners of unitsin
multifamily buildings, in the second ingtance. In the latter case, there is aneed to amplify owners rights
and obligations with regard to maintenance and repair of common areas and building systems, to
indtitute building management procedures, to adopt remedies for the building association againg tenants
and vice versa, and to introduce consumer protection tools in apartment sales.
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Annex|. HOUSING PRIVATIZATION LAWSIN CENTRAL ASIAN REPUBLICS
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AnnexI. LIST OF CONTACTS

UZBEKISTAN

Bokhodir E. Khodjaev
Vice Mayor of Tashkent
tel: 33-76-19

Igor A. Nazirov
Advisor to the Mayor
tel: 33-81-51

Abdulla Faisullaev

Supervisor, Regiona Management Department
State Housing Committee

tel: 44-53-22

Ludmilla Kurbatova

Director of Housing Privatization
Tashkent Privatization Commission
tel: 44-53-22

Shuhkrat Tulaganovich Abdullaev
Director of Auctions
Tashkent Privatization Commisson

Vyachedav G. Spodik

Attorney at Law

Vice-President of Union of Lawyers of Rep. of Uzbekistan
tel: 44-65-22

Tamara Pavlova

Deputy Chief

Tashkent Municipa Department of Industria Congtruction Bank (TMDICB)
IrenaM. Kazlova

Chief Lawyer

TMDICB

LidiaM. Kogtina
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Chief
TMDICB

Oleg R. Karapetov

Chief

Tashkent Municipaity Man Management for Capitd Building
tel: 44-35-59, 41-83-59

Mahamad Damin O. Rasulov
Generd Architect of Tashkent
tel: 41-18-73, 41-30-91

Abdul Khadir Mominor
Agriculture Specidist
State Privatization Office
tel: 39-40-71

Arziz Letipov
Senior Chief in Land Taxation
State Commerce

Anvar M. Aliev

Didrict Hakimiat

Chilanzar Didtrict of Tashkent
tel: 77-00-94

Azhdar A. Aliyev

Chief of Information and Externa Economic Rdations
Savings Bank of Republic of Uzbekistan

tel: 45-35-51

Arziz llyasovich Latipov
Chief Specidist for Land Taxation
State Taxation Commission

Sddam Makhmudovich Akbarov

"Farois'

Tashkent Housing Cooperative Development Company
tel: 67-95-04
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KYRGYZSTAN

Bolot Asanakunov
Bishkek City State Adminigtration

Emilbek Abdykadyrov
Deputy Director of Communa Services
Bishkek

Shida Stanton
Price Waterhouse, Bishkek
Td: 22-86-11

Samued Mashansky
Lawyer, Minigtry of Agriculture
Civil Law Expert, Kyrgyzstan Nationa University

Bolot Shaikov

Deputy Chairman

Supreme Soviet Fund of State Property
Tel: 26-73-62

Sericul Kosakov
Charman, High Court of Arbitration
Tel: 25-78-07

Vladimir Pavlovich Bukreev
Deputy Chairman

State Property Fund

Tel: 22-82-09

Abdibek Alkanov
Bishkek Housing Office
Divison of Re-Sdles
Ivan Nastayev

Deputy Director

State Statisticd Agency

Vdentina Petronva Kodovna
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Director
Bishkek Maintenance Unit #7

Natalya Vaslyevna Svechnikova
Director of Credit Operations
Bank Kuroluzh

Rondd MacLachlan
President

AZAT

Td: 23-18-23

Irmat Alenkulen
Director of Design
AZAT

Mustafa Khodjaev
Chief of Pand Construction
AZAT

Milas Khasembaev
Director of Congtruction
AZAT

John Merouity
Consultant for foam-core plywood panel design
AZAT

TURKMENISTAN

Lidiya Dolzdenko
Chief of the Office of Privatization
Ministry of Economics and Finance

Tatyana Loskareva
Congtruction Specidist
Ministry of Economics and Finance

Berdymurat K. Nurmuhamedov
Charman of the Supreme Economic Court
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Minigry of Judice

Vladimir Hakimov
Chairman, Adminidrative Law
Minigry of Judice

Gdina Chizhikova
Chairwoman
Parliamentary Committee on the Economy

Nazar Saparov
Deputy Mayor of Ashgabat

Khladurdy Dovodv
Adminigrative Officer

Office of the Mayor of Ashgabat
Annageldy Ecenov

Chief Architect

City of Ashgabat

Gene Christy
United States Embassy

Irina Bggamova
United States Embassy
KAZAKHSTAN

Bair Dosmagambetov
Firs Deputy Minister
Minigry of Housng

Sharip Bekbatyrov
Chief of Almaty Housing Department

Tanat Tamenov
Director, Housng Privatization Office

|smailov Bektur
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Chief Engineer for Almaty Project Design Ingtitute

Toktarhan Abugdiev
Generd Director of "AlmatyGenPlan”

Khaykov Gaziz
Chairman, Kazakhstan State Republican Concern
of Housing and Municipa Services

Victor Petrovich
Almaty Electric Power Station

Victor Sdinkov
Director, VSSD Company (a smdl private trading enterprise)

Deputy Chief Architect?
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